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No trick at all! 


No magic—no sleight of hand—about title 
insurance. It’s just plain common sense to enjoy 


protection against any real estate title loss. 


No mystery about what provides this 
protection, either. Our friendly personal 
service combines with long experience, 
essential records and great financial strength 
to make Commonwealth Land title protection 


indispensable to owners and investors. 


Ss 


Title insurance Since 1876 
Assets in Excess of s9,500,000 
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COMMONWEALT (/LAND 


ith Snaurance 






Main Office: 1510 Walnut Street, Phila. 2, Pa. 
Telephone: WAlnut 3-0400 


WILLIAM M. WEST JOHN B. WALTZ “ LAWRENCE R. ZERFING 
Chairman of the Board President Executive Vice President 


TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS, OHIO, 
WEST VIRGINIA, CONNECTICUT, FLORIDA, NEBRASKA, VIRGINIA, LOUISIANA 


More money is made than minted 
in Philadelphia 


Enjoy maximum investment security 
in this mecca of diversified industry 


As a money-maker, the local U.S. Mint doesn’t come close to 
the annual $914-billion production of Philadelphia's expanding 
industry, noted for its well-balanced diversity and stability. | 
Every payroll dollar spent produces about four. 

Through good years and bad, this Workshop of The World has 
proved a quality mortgage market for PMBA clients. Capital 
investments since 1952 exceed $g-billion . - - with $10-billion 
more scheduled by 1962. 

A 60-mile port providing direct rail-to-ship service to 75 
countries, three major railroads, 400 daily domestic and over- 
seas flights, 1350 motor carriers, and a growing network of super 
highways further accent why Metropolitan Philadelphia is fourth 
in retail sales - - - third in wholesale trade .-- and a hub of new 
industry, with manufacturers’ capital expenditures topping $400- 
million annually. Real estate values, too, have soared steadily 
since World War II, thus enriching any lender's security. 

Many sound, jucrative investment opportunities are yours for 
the asking in Metropolitan Philadelphia. Contact us now for 
details. There’s no obligation. 
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and Financial Responsibility, too! ; 
Investor and home owner alike 

have the satisfaction of knowing 
that there is no better safeguard B 
for a mortgage than title insur- fc 

ance issued by American Title. 
ti 

LICENSED TO WRITE TITLE INSURANCE IN 34 STATES, 
THE DISTRICT OF COLUMBIA, PUERTO RICO AND THE VIRGIN ISLANDS. 

23 Years of Enperience _ s'hi! : 
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MBA CALENDAR FOR 1960 


January 19-21, Senior Executives 
Conference, New York University, 


New York. 


January 24-26, Southwestern Sen- 
ior Executives Conference, Southern 
Methodist University, Dallas. 


February 29-March 1, Midwestern 
Mortgage Conference, Conrad Hilton 
Hotel, Chicago. 


March 17-18, Mortgage Servicing 
Clinic, Mayflower Hotel, Washing- 
ton, D. C. 


April 4-5, Southern Mortgage Con- 
ference, Robert Meyer Hotel, Jack- 
sonville, Florida 


April 21-23, Western Mortgage 
Conference, Paradise and Jokake 
Inns, Phoenix 


May 2-3, Eastern Mortgage Con- 
ference, Hote! Commodore, New 
York 

May 19-20, Mortgage Servicing 
Clinic, Hotel Leamington, Minneapo- 
lis 

June-July, School of Mortgage 
Banking, Northwestern University, 
Chicago 

July-August, School of Mortgage 
Banking, Stanford University, Stan- 
ford, California 

October 3-6, 47th Annual Conven- 
tion, Conrad Hilton Hotel, Chicago 
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Dr. Neil H. Jacoby is Dean of the 
Graduate School of Business Admin- 
istration of the University of Cali- 
fornia in Los Angeles and addressed 
the National Consumer Finance As- 
sociation in Seattle. He was for- 
merly a member of the President’s 
Council of Economic Advisers and 
is one of the country’s most respected 
economists. 


IN THIS ISSUE ARE— 


Saul B. Klaman, Director of Re- 
search for the National Association 
of Mutual Savings Banks, was for- 
merly with the Federal Reserve Sys- 
tem in Washington and _ originally 
addressed these remarks to MBA’s 
Young Men’s Activities Committee. 

George H. Dovenmuehle was re- 
cently re-elected treasurer of MBA. 
In his home city of Chicago he is 


prominent in many activities having 
to do with better housing. He is 
chairman of the Chicago Association 
of Commerce and Industry Urban Re- 
newal Committee and director of the 
Chicago Dwellings Association. 

N. Preston Breed, originally ad- 
dressed his remarks to members of 
the Savings Banks Association of 
Maine in Dixville Notch, N. H. 
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Your transactions are undertaken in an atmosphere 
of sincere appreciation for your individual 

needs when you call on us for title insurance. 
That is the experience of many top mortgage lenders 
who welcome the friendly, personal interest 


evident at Louisville Title. 


yt 


) LOUISVILLE | 


TITLE 
INSURANCE 
COMPANY 





LOUISVILLE TITLE 
Prsweance Company. 


HOME OFFICE * 223 S FIFTH STREET ° LOUISVILLE, KENTUCKY 
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PROTECTIBILITY 





You won't find this word in the dictionary. But 
it is one of the basic assets of TG. It represents 
the financial status of this seventy-six year 
young company with *surplus to policy- 
holders* of over six million dollars. Lawyers, 
realtors and investors agree that a title is uncon- 


ditionally SAFE when protected by a TG policy. 


THE 


TITLE GUARANTEE 
WB COMPANY 


CHARTERED IN NEW YORK STATE IN 18683 


HEAD OFFICE: 176 BROADWAY, N. Y. 38. WOrth 4-1000 


TITLE INSURANCE THROUGHOUT NEW YORK, NEW JERSEY, CONNECTICUT, 
MASSACHUSETTS, MAINE, NEW HAMPSHIRE, VERMONT AND GEORGIA 
and other states through qualified insurers 


** Insurance law terminology for capital and surplus. 
Does not include reserves of over $3,000,000. 
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NEW HOUSING LAW A BOOM 
TO APARTMENT FINANCING 


The outlook and prospects for rental housing will have to be revised with the new 


housing law in mind because it facilitates this kind of financing and provides for 


better apartment construction. Section 213 has also become a more attractive prop- 


osition, so much so that one builder says it about has more appeal now than 207 or 


220. 


be just the spur to get it. 


HE NEW Housing Act will per- 
7. financing of much _ better 
apartments through FHA. By boost- 
ing per-unit and per-room mortgage 
limits high enough to let builders put 
better apartments, rental 
lift, House & 


comprehensive 


up much 


housing gets a major 


Home says in_ its 


apartment review. Maximum mort- 
gages on less-than-four-room walkups 
$8,100 to 


less-than-four-room 


have been raised from 


$9 000. on ele- 
vator apartments from $8,400 to $9,- 
+00; the per-room mortgage limit for 
rooms has 
$3.000: 


units with four or more 


been raised from $2,700 to 
and the maximum extra for high-cost 


areas from $1.000 to $1.250 per room 


Up to now Congress has not given 
FHA workable 
program for so FHA 
has played a minor role in apartment 


the tools for a really 


rental housing, 


financing. Except for slum clearance 


projects, FHA helped finance less 
than 8 per cent of the nation’s new 
apartments. In the first half of the 
year, FHA insured 6489 urban re- 
newal units, but only 10,344 rental 


units and only 1,508 rental co-ops. 


Although Congress has given home- 
buyers possible help through 


FHA in 


every 


recent years—actually since 


the 608 scandals——-Congress seemingly 


has not been much interested in help- 
apart- 


ing builders provide better 


ments. Congress fears that anything 
FHA might do to help renters would 
help landlords more. But, billions of 
been voted for high- 


dollars have 


cost public housing as a way to help 


renters without helping landlords, 
House & Home points out. 
Unlike the stated No. | purpose 


of FHA “to raise housing standards,” 
rental housing provisions written into 
federal housing legislation in 1954 at 
the height of the 608 scandals were 
primarily to make it impossible for 
apartment sponsors to mortgage out 
and to force builders to build for the 


low-rent market. 


“Since 1934, FHA has given home- 
buyers a complete new deal—a new 
deal that 
policy to state policy too. But FHA 


deal 


has spread from federal 


has given renters no such new 
and until the new law was passed, 
rental housing policy, both federal 
and state, has been almost 30 years 
the times than in 


further behind 


1929.” 

As listed in House & Home, FHA 
has already taken some important 
steps to make its rental housing pro- 
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{ lot of good rental housing is still needed and the new legislation could well 


gram more workable: 

>» FHA has simplified its cost esti- 
mating procedure to permit per- 
square-foot calculations without re- 
quiring a quantity survey. This will 
save weeks of time. 

> FHA has brought a group of its 
ablest officials with the expe- 
rience in multi-family processing to 
Washington to re-study every aspect 
of rental housing procedure. 

> FHA is refining its extra allow- 
ance for high-cost areas to make it 


most 


conform more accurately to the local 
level of construction costs. In the 
most expensive area builders may be 
allowed the full $1,250 extra per 
room, but in others they may be 
allowed only $500 extra, or even as 
little as $100 extra. 

> FHA is revising all its apartment 
standards, just as it revised all its 
single family standards earlier this 
year. The new standards are being 
developed in collaboration with an 
experienced industry advisory com- 
mittee. They will try to eliminate 
every unreasonable requirement in the 
present standards. 

>» FHA has revised its 
charter requirements to make them 
more palatable to builders. 


corporate 
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Over 92% of California property owners can now have their property 
rights protected by Title Insurance and Trust Company, its subsidiaries 
and affiliate companies. Now when you want title service in any of the 
30 counties served by Title Insurance, its branches, subsidiaries or 
affiliate companies, simply call the title company in your county and 
place your order. The experienced title specialist there will handle 
the whole transaction for you... get it started faster, closed sooner. 
Take advantage of this new, faster, streamlined service. It’s 
provided at no extra cost by T.1.—the world’s largest title company, 
serving California property owners for over 65 years. 

TITLE INSURANCE AND TRUST COMPANY ... serving Inyo, Kern, Los Angeles, 
Mono, Orange, San Luis Obispo, Santa Barbara, Tulare and Ventura counties. 
CALIFORNIA PACIFIC TITLE INSURANCE COMPANY DIVISION ... serving Alameda, 
Contra Costa, Fresno, Marin, Sacramento, San Francisco, San Joaquin, 

San Mateo, Santa Clara and Santa Cruz counties. 

PIONEER TITLE INSURANCE COMPANY ... serving Imperial, Riverside and 

San Bernardino counties. 

UNION TITLE INSURANCE COMPANY ... serving San Diego county. 


AFFILIATE COMPANIES ...Calaveras County Title and Guaranty Company serving 
Calaveras county; Land Title Company serving Glenn county; Mid-Valley Title and 
Escrow Company serving Butte county; Monterey County Title and Abstract 
Company serving Monterey county; North Valley Title and Escrow Company 
serving Shasta county; Sonoma County Land Title Company serving Sonoma 
county; and Northern California Title Company serving Tehama county. 


Title Insurance Q@. anc Trust Company 


Assets over $70,000,000 


433 SOUTH SPRING STREET, LOS ANGELES 54 + MAdison 6-2411 


Title Insurance and Trust Company operates through branches, affiliates and subsidiaries in 30 California counties, and 
through other subsidiary companies, offers complete title service throughout the states of Nevada, Oregon and Washington. 
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> FHA has also changed its cost cer- 
tification requirements to make them 
FHA’s 
tion, Congress amended the law to let 
FHA that 


FHA accepts his cost certification, he 


less burdensome. At sugges- 


assure the builder once 


is in the clear 


booklet on 


> FHA 


Planning 


is updating its 
Rental 


last revised in 


Housing Projects 
1947 to 


strate what, in the opinion of FHA, 


‘demon- 


are the desirable principles to ob- 
serve.” 

Cooperative housing is also getting 
a tremendous shot in the arm from 
the new Housing Act, House & Home 


observes 


Now FHA makes it possible to rent 
many more apartments by underwrit- 
ing a new kind of ownership—a sys- 
tem of renting based on a big govern- 
ment-insured mortgage and a nominal 
purchase payment which may serve 


to benefit builder and occupants alike 


Under the new law, cash 
ments for FHA co-operatives 
213 


o only 


require- 
Section 
have been cut from 10 per cent 


} per cent plus 2 per 


cent 


for working capital; maximum mort- 


gages have been boosted from $12.5 
million to $20 million and mortgage 
limits per room and per unit are also 
boosted in line with today’s higher 
costs. The new law “lets the builder 
erect the project with no investment 
except his time, his skill and a small 
part of his land write-up, and it lets 
him cash in as soon as the units are 
all rented.” Builder Jim Scheuer, one 
of the biggest, says, “Section 213 is a 
better deal for most builders than Sec- 
tion 207 or Section 220. You get your 
land profit and your builder’s profit 
and you are out.” 


; 


Time for ¢ to take a 


new look at 213 posstbilities 


veryone 


Benefits to the occupant are equally 
“For a down payment of 

months’ rent the 
$130 a year on a 


attractive 


about three occu- 


pant about 


$10,000 apartment by eliminating any 


Saves 


need of earnings: he saves 


about $50 the first vear and a little 


equity 


more each vear thereafter on 40-year 


amortization instead of 20; he saves 


several hundred dollars income tax 


tax and interest components of his 
rent payments will be tax deductible 


as on any other type of home owner- 
ship); he makes a substantial capital 
gain if inflation or other economic 
forces increase the market value of his 
apartment,” says the magazine. 

“Few sponsors of apartment build- 
ings borrowing all the 
money they need to build as well as 
they might like, the magazine’s edi- 
conclude. As a result, apart- 
ment budgets get cut 10 per cent or 
15 per cent. 


succeed in 


tors 


“A 10 per cent cut in the budget 
often forces a 50 per cent cut in qual- 
ity and livability. Or, to put it the 
other round, for 10 per cent 
more we could make the apartment 
100 per cent more livable and more 
desirable,” says Mr. Scheuer. 


way 


The builder cannot take the cost- 
cut out of the cost of his land, or the 
cost of code-enforced waste, or the 
cost of his discounts, or the basic code- 
controlled costs of walls, foundations. 
structure and _ utilities 


by overcrowding his site and skimping 


so “he saves 


on relatively small items where qual- 
ity is optional,” the editors note. 

If the right kind of apartments are 
to be built, builders need a complete 

















Arkansas 
Delaware 


District of 
Columbia 


Florida 








TITLE INSURANCE IS FUNDAMENTAL PROTECTION 
for the safety of mortgage investments. The Title Guarantee Company, 
with 75 years’ experience, renders complete Title Insurance service in: | 


Georgia North Carolina 
Louisiana Ohio 
Maryland South Carolina 
Mississippi Tennessee 
New Mexico Texas 


THE TITLE GUARANTEE COMPANY 
Home Office: TITLE BUILDING + BALTIMORE 2, MD. 


Telephone SAratoga 7-3700 


Utah 

Virginia 

West Virginia 
Puerto Rico 
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new deal. “Most of what’s wrong 
with today’s new apartments is wrong 
because some federal, state or local 
rule or law or tax makes it too hard 
to attract equity capital, too hard to 
borrow quite enough money, too hard 
to buy a good location, too hard to 
cut needless costs, too hard to build 
better and too profitable to build 
worse.” 

Rules are often conflicting. Some 
almost compel mortgaging out and 
others forbid mortgaging out; some 
require big equities, others penalize 
big equities; some make builders pay 
too much for land and leave them too 
little to spend for quality, others make 
builders waste millions of dollars on 
useless make-work and skimp on es- 
sentials for rentability and better liv- 
ing. 

“Under these rules,” it is pointed 
out, “too many builders have found 
they could make more money build- 
ing worse instead of better; too many 
have found that bigger value means 
smaller profits; too many apartment 
sponsors have found it more impor- 


tant to have a good lawyer and a 


ZL 


good tax adviser than to have a good 
architect and a good builder.” 


But inequitable taxation will 
still be a rental problem 


Better builders are often hampered 
by local tax systems, which by under- 
taxing unused or under-used land, 
raise land costs. 

“Taxes are the only cost land has 
to meet, so when land is undertaxed 
there is no cost-brake at all to keep 
land prices from soaring ahead of 
population growth. Raw-land prices 
in the suburbs have multiplied five- 
or six-fold since 1945, and land prices 
in the cities have multiplied as much 
as ten-fold. Under-taxing also has the 
bad effect of making it cheap and 
easy for landowners to hold their land 
off the market waiting for peak 
prices. That is why almost every city 
is ringed with a suburban blight belt 
of under-used land whose owners are 
holding out for tomorrow’s prices. 
This blight belt includes many of the 
most desirable locations for close-in 
suburban apartments. Under-taxation 
is the No. | reason why the federal 
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NOW OFFERING VERY DESIRABLE 
ST. LOUIS AREA MORTGAGE INVESTMENTS 
call for our complete list today = parkview 5-9300 


government has to spend billions of 
dollars to buy out slumlords at in- 
flated prices and write the land down 
to a price redevelopers can afford to 
pay,” says House & Home. 

On the other hand, local tax sys- 
tems often penalize better buildings. 

“In most cities rental buildings are 
over-assessed because apartment own- 
ers have less votes per dollar invested 
was the almost 
architects, 


than homeowners,” 
unanimous agreement of 
builders, lenders, economists, realtors, 
city planners and government observ- 
ers at the publication’s Round Table 
on “How to Make Rental Housing 
Work.” 

Investors are also often inclined to 
shy away from long-term equity in- 
vestments in apartments because of 
the threat of rent controls, some said. 
Bad zoning, wasteful and conflicting 
code requirements, the antiquated 
mortgage limits in most states, the 
heavy impact of federal income taxes 
on long-term equity investments after 
the first ten years become additional 
obstacles to better builders who want 
to put up better apartments. 





ershman 


INVESTMENT CORP. 


12S. HANLEY ROAD - 


ST. LOUIS 5, MISSOURI 
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NEW PATTERN €£ 
< 
= us 7 
= 
Vany things have combined to rs 
reate something new in the American : 
social structure—a big imcrease im 
one-person family units and if u 
continues wt will become a major 
influence in building e 
~ 
— 
One out of every seven households ae 
in the United States now consists of _ 
persons either living alone or with : 
others unrelated to them 
rhis represents a record high pro- S ° ° 
portion for what the Census Bureau 
technically classifies as primary indi- 





viduals as distinct from family group- 
ings. A major factor in the growth of 
these individual households has been 
the vreat rise im Savings, retirement 
and other personal protection pro- 


grams, which have increased the re- 





sources of our older population. The 
widening of job opportunities for 
women has also played an important 
role 

Che figures show, for example, that 
benefits under programs to protect the 


individual and family against the eco- 





nomic impact of death, disability and 











retirement have reached the $30 bil- 





lion annual level and have been show- 
ing a faster rate of growth than has 


total personal income. Benefits under 1. Inland Mortgage Corporation originates and brokers VA, 
public and private retirement pro- FHA, and Conventional mortgages. 


grams alone represent over a_ third 
2. Availability—over 20 states. 


of the total, giving an increasing pro- 


poe eo ee pepe fe 3. Inland mortgages are owned by nearly 300 financial 
measure of financial independence 


and helping them to maintain a home institutions. 

of their own 4. Wide range of investments available—one mortgage 
According to the Census Bureau or hundreds. 

data, the number ol primary indi- 

viduals maintaining their own house- S. Immediate or deferred delivery. 
Ids totaled 7.4 i Marc . , 4 

holds totaled 7.4 million in March of 6. Fast processing, using latest IBM equipment. 

this vear. or 14.3 per cent of the to- 

tal number of households. The equiv- 

alent number was just over 6 million Our services are available to individuals or mortgage brokers, and 

in 1955, or less than 13 per cent of to mortgage, financial, investment, insurance, or banking firms. 

the tatal er be a —— Contact us today. Call, wire, or write J. J. Flynn, Executive Vice 

sacle garth ohmagernagy lage a President, Inland Mortgage Corporation, 501 So. College St., Piqua, 


cent of all households, in 1950. Pri- ‘ 
we Ohio. Telephone PRospect 3-7550. 
mary individuals are particularly con- 

centrated in urban areas, where they 


represented a sixth of all households 


March of tha yn Inland Mortgage Corporation 


Women represent the dominant 


group in the household classification PIQUA, OHIO 
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of primary individuals, outnumbering 
men by a margin of two to one or 
more in recent years. 





All households, families and_pri- 
marv individuals combined, rose from 
+3.6 million in 1950 to 51.3 million in 
March of this year, a rise of just un- 
der 18 per cent. This represents a 
slowing down in the rate of the growth 
from the Forties when households in- 
creased by 24 per cent for the decade. 
Che latter was the second biggest rise 
since the turn of the century under the 
impetus of a record marriage boom 
after the end of World War II. House- 
hold formation between 1947 and 
1950 averaged almost 11% million an- 
nually. over two-thirds greater than 
the annual average since. 


BIG NEED IS 
MORE SAVINGS 


As great as the savings of the 
American people have become, the 
pressing need is for more—more 
and more savings to finance all 


the things that have to be done. 


The American people will go into 
the decade of the 1960’s with a “nest 
egg’ of $300 billion in accumulated 
long-term savings of individuals in life 
insurance and other mediums of thrift. 

It’s a record and the record is all 
the more noteworthy in view of the 
inflationary atmosphere which has 
prevailed over so much of the last 
two decades—a period in which the 
dollar has lost more than half of its 
buying power. 





Florida has added 2,600 new industrial plants and 
major expansions since 1956. Personal income in the last 
eight years increased 107 per cent—twice the national ’ 
rate. Look to Florida for sound investments. 







Accumulated long-term savings of 
individuals added up to an estimated 
$2882 billion at the end of last June. 
The annual rate of growth this year is 
approximately $14 billion, based on 
the showing in the first half. The in- 
dications thus are that the $300 bil- 
lion level will be reached in the early 
part of 1960. 


Right now the accumulated long- iq) 
term savings of individuals average ¢ 
out to over $5,500 per household as L 
compared with somewhat over $4,000 Vf f HAA, 


in 1950 and only $1,700 in 1940. BANK of DUNEDIN 


But beyond the protection aspect, 
savings perform two other basic func- DUNEDIN, FLORIDA 
tions with a direct bearing on promot- mn er. Fede ‘ 


Our Mortgage Servicing Department, with an experi- 
enced staff and electronic computing facilities, assures 
prompt and accurate transactions. We invite your in- 
quiries regarding FHA, VA, conventional and commercial 
mortgage financing and service. 
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ing the progress of the economy and 
advancing the welfare of the people 
through creating jobs and opportunity. 

The first is in the indispensable area 
of capital formation, the foundation 
stone of economic growth. Ours is a 
high-investment and over 
the years a driving force has been the 
savings of the people channeled into 
capital investment and into the na- 


economy ; 


tion’s credit stream by the life insur- 
ance companies and other thrift insti- 
tutions. These savings have not only 
been a major source of funds to ex- 
pand and improve the nation’s private 
production resources, but have also 
helped to meet the demands for social 
capital to provide the new homes, 
schools, roads and other facilities 
needed to keep pace with an expand- 
ing population. Looking ahead, such 
savings needed in 
amounts than before if the nation is 
to attain the growth promise of the 


will be greater 


future. 

Personal savings are likewise a po- 
tent weapon in our anti-inflation ar- 
senal when expressed in the spending 
and savings decisions of millions of 
people. They can well become the de- 
cisive element in stabilizing the buying 


power of the dollar in a period like 


the present when the inflationary 
forces in the have been 
showing some signs of restraint. 

As of the end of June, the accumu- 
lated long-term savings of individuals 


economy 


as follows: 
> Nearly $89 billion in savings ac- 
cumulated behind life insurance, or 
31 per cent of total long-term ac- 
cumulated savings. This figure is dis- 
tinct from the face amount of life in- 
surance in force, which now amounts 
to more than $500 billion. 
> Over $61 billion in time deposits in 
commericial banks, or 21 per cent of 
the total. 
> More than $51 billion in savings 
and loan associations, or 18 per cent 
of the total. 
> $47 billion in United States Savings 
Bonds, or 16 per cent of the total. 
> Nearly $35 billion in deposits in 
mutual savings banks, or 12 per cent 
of the total. 
> About $5% billion in credit unions 
and Postal Savings combined, or ap- 
proximately 2 per cent of the total. 
The people also have very large 
amounts of other financial resources, 
including almost $24 billion accumu- 


lated to their credit behind nonin- 
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sured pension and retirement plans, 
and increasing equities in homes, 
ownership of securities, and holdings 
of currency. 

> Over the years, covering the four 
decades for which figures are avail- 
able, life insurance is the one major 
element in accumulated long-term 
savings to show an_ uninterrupted 
growth pattern. The others have had 
their ups and downs at times, with 
U. S. Savings Bonds and Postal Sav- 
ings losing ground in recent years 
while other savings continued to grow. 
» ACTION BY THE STATES: 
States and cities throughout the coun- 
try are alive with many kinds of ac- 
tivities and projects having to do with 
stimulation of urban renewal projects, 
fighting the encroachments of blight, 
preservation of downtown areas and 
similar efforts. Not so well known, 
however, are the efforts in some states 
to provide mortgage funds on a state 
subsidized basis for residential hous- 
ing, particularly the so-called middle 
income group housing. 

Gov. Nelson A. Rockefeller, at 
MBA’s New York Convention, de- 
scribed in detail the ambitious pro- 
state, one which en- 


gram in his 
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compasses, among other things, the 
establishment of what is, in a sense, 
a state FHA. 

In the Pennsylvania legislature a 
bill was introduced to create a state 
housing agency to make mortgage 
funds available to so-called middle in- 
come home buyers, with authority to 
issue tax exempt bonds for the pur- 
chase of mortgages. The legislation, 
the sponsors said, would eventually 
make new homes available to as many 
as 100,000 families in the state whose 
income, they contend, is not sufficient 
to justify private mortgage financing. 
No action has been taken, but it will 
be up again when the legislature con- 
venes. 

The pioneer effort in this develop- 
ment, however, is the Connecticut 
program. Current developments there 
indicate that all three units of the 
program are now in the red, or are 
likely to be. One phase is a low cost 
mortgage program for single-family 
homes for qualified low-income buy- 
ers and a substantial deficit has been 
incurred in its operation. The state’s 
$100 million rental housing program is 
not going as anticipated. Vacancies 


are increasing. The third phase is a 
$44% million flood relief housing 
mortgage fund and it too is encounter- 
ing rough sledding as the result of 
tight money and difficulty of financ- 
ing. 

In California the state’s veteran 
home loan interest rate will go from 
34% to 4 per cent on February 1. It 
will affect about 100,000 veterans. 
Monthly payments will not be in- 
creased, but on a $15,000 loan, for 
instance, the maturity will be ex- 
tended by twenty months, thus adding 
about $1,600 to total interest charges. 
>» WHERE SOME MONEY GOES: 

Nearly $1,000,000,000 of life insur- 
ance investment capital is currently at 
work financing American marine 
transportation facilities, through the 
holdings of mortgage bonds for ship 
construction or outright ownership of 
vessels. A survey of life companies 
having 75 per cent of the industry’s 
assets reveals that as of June 30th, 
the construction or operation of over 
1600 vessel-types such as cargo, pas- 
senger, tankers, tugs, towboats, barges 
and dredges, was aided by life insur- 
ance financing. 


ee 


According to the survey, $920,000,- 
000 represented the life companies’ 
holdings in mortgage bonds for ship 
construction and $27,000,000 the 
amount invested by the companies in 
the outright ownership of some 80 
vessels, mostly barges, cargo boats and 
towboats. These vessels are leased on 
a long-term basis to ship owners and 
operators. 

The largest share of the life insur- 
ance investment in marine transpor- 
tation represented holdings in mort- 
gage bonds financing the construction 
of oil tankers and Great Lakes and 
ocean going ore ships of the steel and 
aluminum companies. The life com- 
panies have been among the leading 
investors in financing tanker construc- 
tion since the end of World War II. 

As of June 30th, the life companies 
surveyed had a total of $36,000,000 
in Government insured ship mortgage 
bonds, the newest form of financing 
for fleet replacement in the U.S. 
Merchant Marine. Life insurance 
financing may play a significant role 
in the current fleet replacement pro- 


gram. 
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The 


of U. S. Today 


Anniversaries are inevitably a time of stock-taking, a time for looking 
back, of assessing what has gone before. Three decades ago this Fall, 
one of the most wracking experiences the American people have ever 


known, the Great Depression, was beginning and out of the ruins 


WorlgageBanker 


afe and Solid Look 


it left came a revolution which changed the lives of everyone. Now, 

a generation removed, other problems of great magnitude have risen. 
Doubts are born. Can we maintain the present level of prosperity, 

how far will inflation go, can we save the dollar, will we have to devalue, 
will it all end in some manner similar to the last time. In one man’s 
opinion—that of one of the country’s most distinguished economists— 


the answer is no—no to practically all of the long-term doubts and 


reservations one hears on every hand these days. 


HIS autumn marks the 30th an- 

niversary of the beginning of the 
Great Depression of the Thirties. On 
that disastrous “Black Friday” in Oc- 
tober, 1929, billions of stock market 
values were suddenly erased in a wave 
of liquidation; and the collapse of the 
stock market, accompanied by other 
factors, set in motion a cumulative 
economic decline that lasted 3% years 
and that cut production and income 
in the U. S. economy in half before it 
was over. 

The 30th anniversary of this deba- 
cle is no occasion for celebration. 
Rather, it is an occasion for examin- 
ing some of the alleged signs of weak- 
ness in the present U. S. economy and 
its powers to resist a long and deep 
depression. 

Clearly, another prolonged reces- 
sion in the United States would be 
disastrous. In the first place, it would 
the average annual rate of 
growth of our economy at a time 
when our situation in the world re- 


lower 


By DR. NEIL H. JACOBY 


quires that the average annual growth 
rate be increased. The great depres- 
sion of the Thirties set the United 
States back for almost a decade. It 
required seven years merely to recover 
the ground lost after 1929. A pro- 
longed recession of the U. S. economy 
would irreparably damage United 
States power and prestige throughout 
the world. The performance of our 
free-market economy is being closely 
the peoples of other 
centrally- 


compared by 
countries with 
planned authoritarian economies. We 


those of 


must be sure it performs well. 

There are four reasons now being 
advanced for expecting a severe re- 
cession. Let us analyze them care- 
fully. Next, let us consider the main 
structural changes in our economy 
during the past 30 years and their 
probable effect on its capacity for sus- 


tained growth. Then, we may review 
the automatic and deliberate stabiliza- 
tion measures that have been devel- 
oped since the enactment of the Em- 
ployment Act of 1946. Finally, let us 
assess future economic prospects, and 
describe some ways of strengthening 
the forces of steady growth. 

One reason for expecting a deep re- 
cession which is often heard is that 
the U. S. economy has had an his- 
torical pattern of behavior which in- 
cludes a so-called “secondary” post- 
war depression. Readers of economic 
charts claim to see a repetitive pat- 
tern of economic behavior after major 
wars, such as the Civil War and 
World War. I. This pattern includes 
a ‘primary” short, sharp recession two 
or three years after the end of the 
war, caused by transition from mili- 
tary to civilian production and raw 
material price adjustments. It also 
includes a “secondary” long and deep 
depression 10 or 12 years after recov- 
the “primary” recession, 


ery from 
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caused mainly by saturation of de- 
ferred demands generated during the 
war. Thus the 1921 is 
interpreted as “primary” and that of 
1929-32 as “secondary” to World 
War I. Some say that the recession of 
1948-49 was the “primary” downturn 
after World War II and that the time 
has arrived for the more serious “sec- 
Pessimists be- 
“saturation” in 


recession of 


ondary” contraction. 
lieve that they discern 


the demand for homes, autos, and 
consumer durable goods. 
A second reason advanced for ex- 


pecting a deep recession is the spec- 
ulative boom in stocks and real estate. 
On a prewar 1940 base, the real Gross 
National Product of the United States 
has 106 per 
prices have risen 108 per cent, and 


risen cent, consumer 
the composite stock price average has 
gone up 357 per cent. Common stocks 
are now selling at a very high mul- 
tiple of their earnings and at a lower 
yield in relation to the yield of high- 
grade bonds than at almost any time 
in history, despite the recent market 
setback. Since 1953, the direct own- 
ership of common stocks has doubled 
6, million 
stockholders—and indirect ownership 
of stocks through mutual and pension 
times. 


from million to 13 


funds has multiplied many 
Some pessimists argue that the spec- 
ulative boom in stocks and real estate 
resembles that of 1929, and can only 
be liquidated by a drastic drop in 
equity values which will produce a 
cumulative downturn in production 
and employment. 

A third reason advanced is the un- 
sound expansion of credit, particularly 
consumer credit. Some observers point 
out that the gross public and private 
debt of the American people has risen 
by 273 per cent since the outbreak 
of World War II and the end of last 
from $242 billion to $902 bil- 


Even more dangerous, say the 


year 
lion. 
pessimists, is the five-fold increase in 
consumer debt 
home mortgage debt. The pessimists 


short-term and in 
aver that this debt is potentially dan- 
Being predicated on steady 
employment and steady consumer in- 


gerous. 


come, some interruption of income 
through unemployment could gener- 
ate cumulative declines in markets, as 
homes and automobiles are foreclosed 
and thrown on the market. 

The fourth major weakness of the 
U. S. economy to which reference is 
often made is the deterioration of the 
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“The United States economy will continue to experience 
pauses and temporary set-backs in its long-run expansion. 
But never again will our economy suffer a prolonged and 
cumulative collapse like that of 1929-1932. It is now 


de pression-proof.” 


dollar in the world and our loss of 
gold, and a forthcoming world 
gold shortage which may precipitate 
a liquidity crisis. It is pointed out that 
since 1957, United States exports 
have been falling and our imports 
have been rising. In the first five 
months of 1959, commercial exports 
were 6 per cent lower, but commer- 
cial imports were 16 per cent higher 
in the corresponding months of 
1958. Pessimists say that inflation of 
costs and prices at home is pricing 
U. S. business out of world markets. 
During the 18-month period ending 
last July 1 the U. S. monetary gold 
stock has dropped by $2.6 billion 
from $22.9 billion to $20.2 billion. 
Some argue that this indicates weak- 
ening confidence in the dollar, that 
foreigners likely to withdraw 
some of the $16.8 billion of short-term 
balances they hold in the United 
States, and this could lead to a drastic 
shrinkage of domestic credit and pos- 
sibly to devaluation of the dollar. 


than 


are 


Let us calmly examine each of the 
four arguments advanced for expect- 
ing a serious recession. 

We can quickly dispose of the al- 
leged pattern of a “secondary” post- 
war an argument for 
expecting a severe setback. Historical 
analogy is not a satisfactory basis for 
economic predictions. Unlike the nat- 
ural world, the economic world 
changes radically in its structure and 
processes. That is why astronomers 
can confidently predict the return of 
Haley’s Comet every 76 years, but 
economists cannot have any confi- 
dence in a prediction of periodic re- 
turn of deep recession. Basic changes 
in the structure and processes of the 
U. S. economy and in the world since 
1929 have invalidated the old pat- 
terns. 


recession as 


Does the speculative boom in stocks 
pose a threat to the stability of the 
economy? Judged by the usual cri- 
teria, such as price-earnings ratios, the 
relation of stock yields to bond yields, 
and the growth in the stock price in- 
dex versus the growth in GNP, the 
American stock market today is un- 
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doubtedly high. Current stock prices 
are not only discounting the future 
growth in sales and profits, but an 
expected future rise in the price level. 
Because we are not likely to have as 
much inflation as stock buyers expect, 
a decline in stock prices is likely when 
inflationary expectations abate. The 
important question is whether such a 
decline would produce a cumulative 
decay of public confidence, consumer 
expenditure and employment as it 
did in the years 1929 to 1932. 

The answer to this queston is No. 
In the first place, our present stock 
market is a cash market and not a 
credit market. Stock market credit 
forms only 1.5 per cent of the market 
value of shares listed on the New 
York Stock Exchange—$4.5 billion in 
a total of $276 billion. At the peak in 
1929, stock market credit comprised 
nearly 25 per cent of the market value 
of shares listed on the New York 
Stock Exchange—$16 billion out of 
$67 billion. Margin requirements to- 
day are 90 per cent against 54% per 
cent in 1929. Forced liquidation of 
stocks as a result of the wiping-out 
of margins during a decline is there- 
fore absent. Moreover, the demand 
for stocks has acquired a much 
broader base than it ever had in the 
past. Pension and investment funds 
exert a strong and continuing demand 
for stocks which is a stabilizing force. 
It should also be pointed out that 
the confidence of American investors 
has recently survived a substantial set- 
back in the market. During the last 
half of 1957, the composite stock price 
index dropped 16 per cent — which 
was tantamount to a 115-point drop 
in the Dow-Jones industrial index to- 
day. Yet consumer spending was 
unimpaired and the mutual funds ac- 
tually gained new money from in- 
vestors in this period. 

For all these reasons, I conclude 
that the U. S. economy would not be 
thrown into a cumulative decline, 
even by a fairly severe setback in the 
stock market. 

Turn now to the allegedly danger- 
ous rise in debt and consumer credit. 


Does this threaten our economic sta- 
bility? In the first place, we should 
recall that in our kind of economy, 
the aggregate expansion of output 
and employment can only occur with 
an expansion of debt and credit. This 
necessary expansion may occur in 
public debts of governments or in 
the private debt of businesses and 
households. Today most people worry 
about the rise in Federal Government 
debt. However, its increase since 
World War II has been very slow, 
about $2.2 billion a year on the aver- 
age. The great postwar expansion 
has been financed mainly by a rise 
in the debt of state and local govern- 
ments, businesses, and households. 
Nevertheless, total United States debt 
has risen less since 1929 than has 
GNP. Our gross debt formed 205 per 
cent of GNP in 1929, and forms only 
about 190 per cent of GNP today. 


While home mortgage and con- 
sumer debt has quintupled since 1946, 
we must recall that family incomes, 
assets, and equities in homes have 
grown proportionately. Sixty per cent 
of American families live in homes 
they own, and half of these homes 
are free of mortgage debt. Moreover, 
nearly 40 per cent of all home mort- 
are VA-guaranteed or 
FHA-insured—$55 billion of the $144 
billion outstanding. With currently 
low default and delinquency ratios on 
mortgage debt, there appears to be 
no danger in this quarter. 


gage loans 


Short-term consumer debt is cur- 
rently equal to about 14% months of 
consumer disposable income. But con- 


sumer liquid assets amount to four 


times their short-term liabilities, and 
three-fourths of all American fam- 
ilies hold some liquid assets. With 


moderate default and delinquency 
ratios, the quality of consumer credit 
also appears to be sound. 


Does the recent outflow of gold 
from the United States betoken a de- 
terioration of the dollar and a threat 
to our stability? I believe that the 
gold outflow is due to special, and 
probably temporary, causes, and does 
not herald a collapse of the dollar. 
The essential facts are that a surplus 
of commercial U. S. exports has con- 
tinued, but in reduced amounts. 
Meanwhile U. S. investment abroad 
and foreign aid has gone on at a very 
high rate. Most of the decline in U. S. 
exports has been in raw materials and 


“Notwithstanding the opportunity that exists for improving 
the stability of our economy, a review of progress during 
the past 30 years should convince us that we can view 

the 30th anniversary of the onset of the Great Depression 


with confidence rather than 


semi-manufactured goods which have 
come into less demand abroad be- 
cause of a pause during 1958 in Euro- 
pean business expansion. Postwar cap- 
ital investment increased the 
competitive power of foreign coun- 
tries, and they have chosen to 
strengthen their currencies by acquir- 
ing a larger gold base. This redistri- 
bution of gold reserves strengthens the 
free world and essentially has meant 
an exchange by the United States of 
unproductive gold for profitable in- 
vestments abroad. There is no evi- 
dence of loss of confidence in the 
dollar by foreigners, for they have 
actually increased their short-term 
balances in the U. S. by $1'% billion 
since the beginning of 1958. The out- 
flow of gold will probably decline and 
cease as the level of domestic money 
rates rises closer to foreign rates, and 
as foreign discrimination against 
United States exports are removed. 
Our government should now make a 
determined drive for removal of the 
barrier to U. S. goods imposed by 
foreign countries. Nevertheless, we 
should maintain a steady fight against 
further inflation of our domestic cost 
and price structure. We should foster 
cost-reducing improvements in pro- 
duction and marketing through tax 
reform and other means in order to 
maintain the prestige of the dollar. 


has 


In regard to the fear that the 
world’s monetary gold reserves are 
becoming inadequate to maintain 
stable price levels in an expanding 
world economy and we face a world 
“liquidity crisis,” I believe this is not 
an imminent condition and there is 
adequate time to make necessary re- 
adjustments in our financial institu- 
tions. 

Our analysis has shown that the 
U. S. economy today is free of serious 
weaknesses, and that the fears of the 
pessimists are unfounded. This is the 
negative argument against expecting 
a severe recession. More important is 
the positive argument — that since 
1929 the United States’ economy has 
acquired structural elements of resist- 
ance to deep recession. The primary 


THE MORTGAGE BANKER + November 1959 


misgiving.” 


factors are, I believe, from: An ex- 
plosion of population, a revolution in 
the distribution of income and wealth, 
a new age of science and technology, 
and an environment of world expan- 
sion and competition with Commu- 
nism. Let us briefly note the impact 
of these structural changes upon the 
future growth of our economy. 

There has been a radical increase 
in the rate of growth of the United 
States population since World War 
II. Earlier marriages, more children 
per family, and lower mortality rates, 
combine to raise the United States 
population today about 22 times as 
fast as it increased during the Thirties. 
Our country experienced an increase 
of about one million people per year 
during the 30’s; the increase is around 
2% million per year today. During 
the coming decade of the 60’s the 
number of new family formations will 
increase rapidly. During the Thirties 
the number of American households 
increased by one-half million a year; 
during the Sixties the number will 
rise by well over one million annually. 
This we know, because the young 
people who will form these families 
are here today. A large family for- 
mation will create vast new demands 
for homes, autos, appliances, and 
community facilities. It banishes the 
specter of a “saturation” of demand 
for consumer goods. 

Another structural element of 
strength is the far greater diffusion of 
income and wealth, arising mainly 
from the spread of education and the 
greater mobility and opportunities 
open to people. Nearly three out of 
five American families today have an- 
nual incomes of $4,000 or more, com- 
pared with one of the five in 1940, 
measured in dollars of constant pur- 
chasing power. Three-quarters of all 
American families today possess some 
liquid assets, as against a minute per- 
centage in 1940. This wider distribu- 
tion of income and wealth has made 
consumer expenditure more stable 
than it formerly was. Today, family 
expenditures are sustained in the face 

(Continued on page 49, column 1) 
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Challenges Facing the } 





HE 
lenges is to recognize that they 
The 


bodies of 


first step in meeting chal- 


exist. business road is strewn 


with those who thought 


the 
Chis is true especially for in- 


challenges were made for other 
fellow 
dividual businesses and industries that 
have been lulled by a period of un- 
usually rapid growth and success. And, 
certainly, few industries have had as 
rapid a postwar growth and as favor- 
able an earnings experience as mort- 
To rely on this record 

continued 
the years ahead would be a mistake. 


gage banking 


as assurance of success in 


The extraordinary postwar success 


of your young industry has reflected 


an unusually favorable combination 
of circumstances. Expanding national 
mortgage markets opened up by fed- 
eral mortgage insurance and guaran- 
tee, relatively favorable mortgage 
yields, unusual liquidity of financial 
intermediaries, great postwar housing 
demands, and the 
housebuilding techniques, set the stage 
In this set- 
you met the needs for your spe- 
kind of 


and your industry flourished. 


growth of mass 


for your grand entrance. 
ting 


eh) 


cial services unusually well, 


You are a much bigger industry now 


than you were at war’s end—about 


ten times as big in terms of total as- 
On this score alone, it is not 
likely that your extraordinary rate of 


More sig- 


sets. 


growth will be maintained. 
nificantly the special stimuli that cata- 
pulted you onto the national mortgage 
scene have shaken down into a less 
expansive environment. Further sound 
growth must be based on a foundation 
of improved and expanded services 
and on new techniques of operation. 


This foundation will be built as a 
direct byproduct of meeting the chal- 
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lenges mortgage bankers face in the 
years ahead. While no one can fore- 
all of the significant challenges 
which confront you—or any industry 
for that matter—let me suggest some 


that appear to be important now. 


see 


p> Increasing competition from othe 
financial institutions: There is nothing 
new about having to face up to the 
rigors of hard competition. In a com- 
petitively oriented society this is the 
The chal- 
lenge is no less, however, because it is 
not And in this case the chal- 
lenge does not come from new insti- 
other institutions 
interest in your 


most basic of challenges. 
new. 


tutions but from 


showing increasing 
type of business—mainly commercial 
banks and savings and loan associa- 


tions. 


Until now the number of commer- 
cial banks originating and servicing 
mortgages for the accounts of other 
investors has been small, as has the 
volume of their operations. Because 
of the success of these operations, in- 
terest has been mounting among other 
commercial banks. ABA has been en- 
couraging this interest by launching 
a new campaign to educate commer- 
cial bankers about the advantages of 
a broad mortgage program. In this 
program the origination and servicing 
of mortgages for other investors has 
an important place not only for its 
own but because it may 
increase the liquidity of the banks’ 
mortgage portfolio and lead to other 
business from mortgage investors. 


sake, also 


Commercial banks are casting an 
eye also at the large aggregation of 
moneys accumulated in pension and 
welfare funds to which mortgage com- 
panies have been devoting increasing 
attention in recent years. In the case 
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of bank-administered funds, commer- 
cial bank mortgage departments may 
be in a specially favored position if 
they can provide a regular flow of 
quality mortgages over the years. 

If, indeed, commercial banks do be- 
come increasingly interested in mort- 
gage banking, they will test your com- 
petitive abilities. Because of their 
strong capital position, and their own 
portfolio activities, they are able to 
acquire and hold mortgages readily 
and thus maintain a ready inventory 
for sale. Moreover, because of their 
close supervision by state and Federal 
supervisory bodies, investors feel little 
or no need to audit accounts being 
serviced for them or to be as directly 
concerned about their financial posi- 
tion as they are about less strongly 
capitalized mortgage servicers. 

The challenge posed by savings and 
loan associations is of a different kind 
than that posed by commercial banks. 
These thrift institutions have, of 
course, always been a major source 
of competition for conventional home 
loans in local markets. No doubt they 
will continue to be. This competition 
is now being expanded, however, to 
national secondary markets through 
the technique of participation loans 
within the savings and loan industry. 
By this technique — developed only 
about 2% years ago—all associations 
are enabled to participate in loans 
originated in any part of the country. 
At the same time, local associations 
are able to originate a larger volume 
of business than they otherwise would. 
Thus, small savings and loan associa- 
tions can service builders and borrow- 
ers more effectively than their own 
limited resources would permit. While 
the program is oriented mainly to- 
wards conventional loans, there has 
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been some savings and loan participa- 
tion activity in FHA and VA loans 
as well. 

This new savings and loan partici- 
pation program, which has expanded 
markedly since its inception, increases 
competition at both the local and na- 
tional level. Further, it is not unlikely 
that this program will lead some as- 
sociations to expand their activities 
to include outright sales of loans to 
other institutional investors. Current 
regulations limit such sales by savings 
and loan associations to 20 per cent of 
their mortgage loan portfolios but this 
could still amount to a significant vol- 
ume. Moreover, regulations can be 
changed. Loan participation activity, 
incidentally, is exempted from the 20 
per cent limitation and is permitted 
only within the savings and loan in- 
dustry. 
>» Competition from within the indus- 
try: A second problem is one that 
comes from within your own industry. 
The question is: “Is the number of 
servicers now too large for mortgage 
banking as a whole to do its most 
effective job?” If this is a problem 
then it is, of course, of your own 
making. As a result of the exceptional 
opportunities offered by mortgage 
banking in the postwar years, an un- 
usually large number of new firms 
were attracted to the industry. In the 
first five years after World War II, 
some 250 companies were organized. 
In the next five, nearly 200 more fol- 
lowed. Without taking account of the 
number organized since then—a num- 
ber not known—companies added in 
the first postwar decade alone ex- 
ceeded the number formed, and still 
in existence, in all the years since the 
turn of the century. 

In considering the future of mort- 


It’s been said time and time again that no business in this 


generation grew so big so fast as the business of the 


mortgage banker. With growth and expansion such as he 


has known, it would be phenomenal, to say the least, if 


new conditions and new situations were not constantly 


arising to demand attention and solution. Mr. Klaman 


is a rather special person as far as the mortgage banker 


is concerned because he has done more scientific research 


about the modern mortgage banker than anyone else. 
His book, The Postwar Rise of the Mortgage Companies, 


is evidence of that. Here he tells, as he sees it, the 


opportunities and prospects for mortgage bankers in the 


years ahead. 


By SAUL B. KLAMAN 


. 





Director of Research, National 
Association of Mutual Savings Banks 


gage banking, the experience of other 
types of financial institutions are of 
interest. In the decade or so after 
World War I the number of savings 
and loan associations, for example, 
expanded greatly as did the number 
of commercial banks. Subsequently, 
these financial declined 
sharply in number to about half of 
their peak total. Of course, the de- 
pression had a great deal to do with 
the large number of failures, but con- 
solidations and mergers also played a 


institutions 





the 


role. The fact is that many of 
newer institutions would have been 
weeded out in any case because they 
were ill-equipped to survive under 
more normal competitive conditions. 
Can a parallel be drawn here be- 
tween the experience of these finan- 
cial institutions and mortgage bank- 
I think it is a question worth 
pondering. 
>» Problems of investors: A third broad 
challenge to mortgage banking lies in 
the problems which confront investors 


ing? 
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as a result of present techniques of 
mortgage acquisition. Their problems 
are your challenges, for if not solved 
satisfactorily, new techniques, or dif- 
ferent types of mortgage investment, 
will be sought which may ultimately 
reduce the function of mortgage bank- 
ing. 

Among the more vexing problems 
faced by mortgage the 
long and uncertain time lag between 
mortgage commitment and acquisi- 
tion. This is not a new problem, but 
age has not reduced its importance. 
Financial institutions often find it dif- 
ficult to fund 
disbursements with cash flows. Can- 


investors is 


coordinate mortgage 
cellations as well as lags complicate 
investor planning operations and are 
costly as well as irritating. 

The whole question of competitive 
yields has led in- 
vestors to turn increasingly to conven- 


some institutional 
non-residential as well 
fed- 
Life 
particular, 


tional loans 


as residential and away from 


erally underwritten mortgages. 


insurance companies, in 


have found non-residential loans 


commercial and industrial well 
suited to their needs, with respect to 
flexible arrangements with borrowers, 
sums of 


favorable yields, and large 


money required. On residential prop- 
erties, conventional loans have the ad- 
vantage of flexible interest rates and 
less paper work compared with fed- 
For 
gage bankers to retain their 

let 
to become 


erally underwritten loans. mort- 
volume 
of business, therefore. alone ex- 
they 
active in these markets. 

> Widening the area of market oper- 
rhis leads to another and final 


broad challenge, that of widening your 


pand it, need more 


ations: 


market area of operations, not only 
with respect to type of mortgage but 
also with respect to type of investor 
Those of you who have read my study 
“The 


Companies” know that in recent years 


on Postwar Rise of Mortgage 
well over 80 per cent of your loans 
closed federally underwritten, 
and that about 95 per cent of your 


loans sold were to life insurance com- 


were 


panies and mutual savings banks. 
Dependence on VA and FHA mort- 
gage flows has made yours a feast and 
famine industry because of the widely 
fluctuating availability of such funds. 
These funds will continue to be vol- 
atile so long as the Federal govern- 
ment maintains its unrealistic policy 
of inflexible interest rates on VA and 
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FHA mortgages in the face of a flex- 
ible monetary policy and free interest 
rates on other capital market securi- 
ties. This is not a new observation but 
is no less important now than it was 
in 1956 when I concluded my mort- 
gage study with this statement: “So 
long as mortgage companies continue 
to concentrate their activities in fed- 
erally sponsored mortgages, they will 
be particularly vulnerable . . . to 
changing financial conditions and to 
unpredictable federal statutory and 
administrative changes.” 

Your almost complete dependence 
on life insurance companies and mu- 
for 


tual savings banks as an outlet 


on the availability of both short-term 
and long-term funds as are mortgage 
bankers. 

I have posed these broad challenges 
encompassing several sub-challenges. 
Posing challenges is always much 
easier than suggesting answers; more- 
over, there is usually no one “right” 
answer, but alternatives. In suggest- 
ing some possibilities, I do so in the 
hope that they will provoke thought, 
discussion, and eventually better an- 
swers. 
>» Meeting outside competition: The 
answer to this basic challenge is in a 
sense a complex of the answers to all 
the other challenges. Fundamentally, 


>» Dependence on VA and FHA mortgage flows has made yours a feast 
and famine industry because of the widely fluctuating availability of 
such funds. These funds will continue to be volatile so long as the 
Federal government maintains its unrealistic policy of inflexible in- 
terest rates on VA and FHA mortgages in the face of a flexible mone- 
tary policy and free interest rates on other capital market securities. 
>» New types of investors need to be attracted to mortgages. Your efforts 
in expanding mortgage flows from pension funds are well known. Other 
potential types of investors need to be explored. Legal and other bar- 
riers have prevented many from investing more than a fraction of their 


assets in mortgages. 


>» Expansion into other areas of activity, related to mortgage banking, is 


also suggested by the times. 


4 look backward can be instructive. 


Your 


predecessors were widely diversified, engaging in various types of real 
estate activities in addition to mortgage banking. Servicing was only 
a minor part of their income. Today, servicing income is the life blood 
of your business and other types of activity are tangential. | am not 
suggesting that you reverse the pattern again but | am suggesting that 
there is nothing so holy about servicing that it should always be your 
dominant source of income. Greater penetration than you have already 


made into related activities 


velopment, general insurance, consumer financing 


real estate investment and sales, land de- 


will permit you to 


roll better with the punches dealt by changing times. 


mortgage loans is the other side of 
the market 


earlier postwar years, the unusually 


coin of narrowness. In 
rapid expansion of mortgage acquisi- 
these investors was basic to 
your remarkable growth. With their 
mortgage portfolios built up from war- 
time lows and with other investment 
opportunities beckoning, life compa- 
nies and savings banks may not pro- 
vide as ready an outlet for your loans 
as previously. Moreover, the volume 
of savings flows into these institutions, 
hardly a static factor, places basic lim- 
its on their investing capacity. You 
are directly vulnerable to shifting in- 
vestment policies of these institutions. 
You are vulnerable also to the chang- 
ing availability of short-term funds 
from commercial banks. Indeed, few 
institutions are as directly dependent 


tions by 
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competition can be met only by con- 
tinuing to provide a useful service at 
least as efficiently as your competitors. 
If this is not done, for one reason or 
another, mortgage banking as we 
know the industry today will not sur- 
vive. There is no standing still. You 
either move forward with the times 
or give way to others who will. 

The challenges raised by your com- 
petitors are, in the last analysis, based 
upon improved efficiency or new tech- 
niques of operation. If you rise to 
these challenges, your competition will 
be met. I did not say eliminated. This 
is neither expected nor desirable. But 
the threat posed by savings and loan 
associations and commercial banks of 
cutting further into your business will 
be thwarted. 


> Weeding out inefficient mortgage 
servicers: If it is a valid assumption 
that your industry is faced with in- 
creasing competition and is, at the 
same time, passing from the “rapid 
growth stage” of development to what 
may be characterized as the “shake- 
then we may see a weed- 
In a 


out stage,” 
ing out of inefficient servicers. 
more competitive and less expansion- 
ary environment inefficient operations 
will not be easily hidden; investors 
will insist upon improved and ex- 
panded service. But the exodus of 
marginal firms from your industry will 
only serve to strengthen it. 

Maximum efficiency through im- 
proved techniques, increased mechani- 
zation of operations, and new services 
to investors, may be achieved most 
readily by larger size firms. Some in- 
vestors may find it advantageous to 
consolidate their business among fewer 
servicers. This would permit central- 
ized record keeping, less audit work, 
and generally lower home office costs. 
Larger firms result from the 
steady growth of one firm or from the 
An in- 


may 


merging of two or more firms. 
teresting speculation is the possible de- 
velopment of nationwide branch 
mortgage banking. There are no reg- 
ulatory obstacles in the way of such a 
development so long as the minimum 
capital requirement under FHA regu- 
lations is met. 

This question of capitalization is, of 
course, a major consideration today. 
Many 
your capital adequacy. To quote from 
a recent talk of William F. Keesler, of 


investors are concerned about 
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the First National Bank of Boston, 
one of the men most knowledgeable 
about mortgage banking: “Some com- 
panies have been so anxious to meet 
competition and grow in size that they 
have been trading dollars and have 
not had enough net profit to leave 
in the business to increase capital in 
reasonable proportion to the volume 
of business done and obligations out- 
standing. . . . One thing that protects 
some businesses from irresponsible and 
inexperienced competition is the 
amount of capital required. It could 
be a good thing for the industry it- 
self to require growth of capital in 
proportion to size of activity as well 
as to provide further protection that 
the investor is entitled to and, in fact, 
is paying for.” 

Obviously size alone is no guarantee 
of capital adequacy. In fact, as Mr. 
Keesler points out, too rapid growth 
may be a basic cause of inadequate 
capital. The shake-out period, there- 
fore, may be characterized as well by 
a firming up of capital positions. 
Those firms unable or unwilling to 
expand capital relative to volume of 
business, may find it increasingly dif- 
ficult to satisfy investors. Size of op- 
erations alone does not necessarily 
mean quality. 

In brief, then, the period ahead 
may see some weeding out of mort- 
gage servicers. It may be character- 
ized by the emergence of larger firms 
operating over a wider geographic 
area, and having a strengthened capi- 
tal position. There will still be a basic 
place for the smaller, efficient servicer, 


— 





DAYTON - 
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well capitalized, and able to utilize 
modern techniques to provide maxi- 
mum service for his principals. Com- 
petition will be vigorous, however, 
and the small firm may be hard- 
pressed to keep up with the efficiencies 
of operation inherent in large-scale 
enterprise. 


> Developing new arrangements with 
investors: The challenge you face in 
meeting current problems of investors 
strikes at the foundation of your op- 
erations. How can you reduce the 
uncertainties of time lags and fill the 
need for immediate mortgage deliv- 
eries? One possibility for faster de- 
livery of completed loans is to assume 
directly part of the responsibility for 
initiating loan commitments to build- 
ers. When building has progressed 
substantially, completion time will be 
somewhat easier to judge and the lag 
between investor commitments offered 
at this point and final delivery will 
be reduced and, perhaps more impor- 
tant, will be less uncertain. Reduced 
delays and cancellations will be par- 
ticularly important in attracting new 
types of investors such as pension and 
trust funds. 


Obviously, for mortgage bankers to 
make commitments on their own re- 
sponsibility they will need to 
strengthen their capital position. Thus, 
the need for greater capital is again 
apparent. Reinforced by additional 
capital, it is only one further step 
but a giant one—to assume more of 
the underwriting risk by carrying 


mortgages through to completion and 
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building up some uncommitted inven- 


tory. Admittedly such a market po- 
sition introduces new risks to mort- 
gage banking but risk-taking is a 


cornerstone of American entrepreneur- 

The advantages of having an inven- 
tory of mortgages ready for immediate 
delivery are obvious. Investors would 
look to you for their current purchases 
as well as future acquisitions based 
on current commitments. Their de- 
pendence on FNMA would be less- 
ened as market shifts favored imme- 
diate mortgage Broad- 
ening your services and facilities for 
investors enhance value 
and thwart outside competition. The 
fact is that if mortgage bankers are 
unable to fill the need for a ready 


‘ 


supply of 


investments. 


would your 


mortgages, other types of 
institutions will do so increasingly. 

[ am fully aware that many new 
techniques have been developed over 
the years to better coordinate the flow 
of investor funds with the availability 
The “standby 
and various forms of 


of mortgages use of 
commitments,” 
“warehousing,” however, do not lessen 
the need, in the long run, for mort- 
gage bankers to improve their capital 
position and assume more of the un- 
If capital is, indeed, 
increased then the risk of uncommit- 


derwriting risk. 


ted inventory will be lessened and in- 
term financing will 
readily available without the further 
collateral of 


become more 


firm investor commit- 
ments. 

Several of the larger mortgage com- 
panies have already been able to as- 


risk 


and operate with inventory available 


sume more of the underwriting 
Chere is some 
moving in- 

Che tech- 
niques of this kind of operation for 


for immediate delivery. 
that 
creasingly in this direction. 


evidence others are 


institutions having little capital are 
Chey deserve the 
how- 


admittedly not easy 
thoughtful 
ever, for the rewards can be great. 
> Broadening the 


There are many facets 


most consideration, 


horizons of mort- 
sage banking 
to the last general challenge | posed 
concerning a broadened area of mar- 
Broadening 
achieved through extending your area 
of operations within the 
field—that is by developing 


new types of investors and mortgages 


ket operations. may be 
mortgage 


banking 


or by expanding into related real 


estate and construction activities. 


Many of you have already broadened 
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in one direction, others in both. Still 
others have decided to continue a 
more specialized type of operation. 
The decision of whether and how 
much to broaden is one faced by all 
types of business organizations. The 
business of mortgage banking, in my 
view, can and should be adapted to a 
broader type of operation. New types 
of investors need to be attracted to 
mortgages. Your efforts in expanding 
mortgage flows from pension funds 
are well known. Other potential types 
of investors need to be explored. Legal 
and other barriers have prevented 
many from investing more than a frac- 
tion of their assets in mortgages. But 
these barriers are hardly insuperable 
and the potential amount of mortgage 
funds is so great as to be worthy of 
your hardiest efforts. Personal trust 
funds, for example, have from $60 - 





$75 billion in assets with only about 
2 per cent in mortgages; fire, casualty 
and marine insurance companies have 
close to $25 billion in assets and less 
than | per cent in mortgages; credit 
unions have over $4 billion in assets 
and only 8 per cent in mortgages; 
fraternal orders have over $3 billion 
in assets and less than 20 per cent in 
mortgages. 

Perhaps the broadest and most chal- 
lenging investor group that awaits your 
exploration are individuals, including 
unincorporated businesses. In the early 
history of mortgage banking individ- 
uals provided your main source of in- 
vestment funds. They gave up their 
pre-eminent position to institutional 
investors only after the introduction of 
federal mortgage insurance. Now once 
again, I believe, individuals may offer 
you a promising new market, as they 


WE MAINTAIN A NATIONWIDE MARKET IN 


FNMA COMMON STOCK 


BLOCKS @® ROUND LOTS ® ODD LOTS 





AND 


FHA DEBENTURES 


Please call or write—Mr. Clarence W. Ostema 


CHILDS SECURITIES CORPORATION 


A Subsidiary of 
c. F. CHILDS and COMPANY 


The oldest house in America specializing in Government Securities 


ONE WALL STREET 
Telephone WHitehall 4-7100 
Chicago « Boston «+ Pittsburgh 














NEW YORK 5, N. Y. 
Teletype NY 1-2340 
St. Lovis « 


Cleveland « Denver 








Protect your mortgage investments wi 
Berks Title Insurance policies. Berks Title offers full 
service to corporations and individuals who buy, lease or 


otherwise invest in real estate. 


Eeths (Jitle insurance COMPANY 


READING, PENNSYLVANIA 


Agencies throughout Pennsylvania... Delaware... Maryland . . . Virginia 
West Virginia... District of Columbia...New Jersey... Ohio... Florida 











1959 





become increasingly investment- 
minded. One incentive for mortgage 
investment is provided by new Fed- 
eral regulations permitting individuals 
to participate in FHA-insured mort- 
gage loans. A few mortgage bankers 
have already begun to open up this 
market and it shows promise of de- 
veloping further. 

If mortgage bankers do not develop 
the opportunities in this market, I be- 
lieve other institutions will. I have 
been impressed recently by the rapid 
success of a friend in developing a 
real estate and mortgage business 
based principally on syndication of 
loans and equity investments among 
individuals. In less than three years 
he has built up an active file of nearly 
1,000 individual investors. 

New investors will broaden oppor- 
tunities to expand your type of oper- 
ations as well. Markets for FHA and 
VA loans will be expanded. More 
importantly, perhaps, your ability to 
compete in conventional loan markets 
may be improved. It is somewhat 
difficult compete against 
savings and loan associations in orig- 
inating conventional loans. These in- 
stitutions can make 80 to 90 per cent 
loans, while life insurance companies 

your main purchasers—are limited 
loan-to-value 


now to 


generally to a lower 
ratio. Mutual savings banks, of course, 
are generally precluded from buying 
conventional loans in national mar- 
kets. What about the possibility then 
of developing a conventional loan 
business among individuals and other 
types of investors not limited by law 
to such restrictive terms of lending? 

Perhaps package deals can be ar- 
ranged for participations in FHA and 
conventional loans. If Federal and 
State supervisory authorities are per- 
suaded that 80 and 90 per cent con- 
ventional loans are safe for savings 
and loan associations and, in New 
York, for mutual savings banks—un- 
der certain specified conditions, of 
course—cannot you convince other in- 
vestors of your ability to originate and 
service sound loans of equal liberality? 
Some of your convincing ought to be 
directed, also, to life insurance com- 
panies and state insurance commis- 
sioners to liberalize somewhat provi- 
sions of conventional mortgage lending 
under specified conditions. 

Perhaps these ideas appear to be 
radical and impossible to achieve. 
Whether or not these specific sug- 





gestions can be translated into action, 
I am suggesting that similar bold 
planning and action are basic to your 
continued success in a changing mar- 
ket environment. 

Expansion into other areas of ac- 
tivity, related to mortgage banking, 
is also suggested by the times. Here 
again a look backward can be instruc- 
tive. Your predecessors were widely 
diversified, engaging in various types 
of real estate activities in addition to 
mortgage banking. Servicing was only 
a minor part of their income. Today, 
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servicing income is the life blood of 
your business and other types of ac- 
tivity are tangential. I am not sug- 
gesting that you reverse the pattern 
again but I am suggesting that there 
is nothing so holy about servicing that 
it should always be your dominant 
source of income. Greater penetration 
than you have already made into re- 
lated activities—real estate investment 
and sales, land development, general 
insurance, consumer financing — will 
permit you to roll better with the 
punches dealt by changing times. 
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eee 'M SORRY, sir, but I don’t be- 

| lieve Pll be able to move with 
the firm—perhaps I’m missing the big 
opportunity of my life, but 

The young man hesitated before 
blurting out, “Well, I'm a family man 
and I just can’t bring those kids up 
in some crummy city neighborhood 
where the apartments are real rats’ 
nests—and I can’t afford the cost of 
commuting, nor the time I'd have to 
spend riding back and forth—you see 
I'd like to spend that time with my 
family and well, thanks, but I’ve 





By GEORGE H. DOVENMUEHLE 


Treasurer of MBA and President, 
Dovenmuehle, Inc., Chicago 


looked around and—well, to tell the 
truth I’ve got a line on another job.” 

The executive looked pained. The 
young man speaking so earnestly was 
the third in as many weeks who had 
resigned for the same reason—the lack 
of suitable housing in the city to 
which the firm planned to move many 
of its major operations, along with the 
best personnel in those operations. 
These three men, thoroughly trained 
in their jobs, would be difficult to re- 
place. The executive wondered how 
many more resignations were in pros- 
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pect — how handicapped the firm 
would be when the move finally was 
completed and the new facilities were 
opened. 

His problem is one common to in- 
dustrial and commercial organizations 
located in big cities all over the coun- 
try . . . both those established for 
many years in big cities and those 
opening branch plants or moving op- 
erations to big cities. 

The best employes, those in the 
great middle-income group, have a 
tremendous housing problem, a prob- 








: 


THE BIG GAP IN HOUSING is middle income housing. Long recognized by about 
everyone—by FHA and all who have studied and kept abreast of the trends in housing— 
the conspicuous blank spot has been the lack of good housing for the middle income 


family. But recognition is growing and over the coming years there is sure to be 


greater activity. The recognition that has occurred in one place 


done about it—is told here by Mr. Dovenmuehle. 


lem which is a source of expense to 
employers as well as to employes. 

Those in the lower income groups 
increasingly are finding suitable liv- 
ing quarters in public housing where 
there is a ceiling on the amount a 
family may earn annually. The high 
income groups can select from a vari- 
ety of so-called “luxury housing,” with 
the best supply of new, high rise apart- 
ment units in Chicago’s history. But 
little or nothing has been done about 
the housing problem of the families 
with an annual income of six to nine 
thousand dollars a year. 

These people are faced with the 
choice of expensive commuting over 
long distances, or of living close to 
their jobs in the housing which they 
usually dilapidated hous- 
ing in deteriorating neighborhoods. As 


can afford 


a result, big-city firms often lose good* 


employes to those with facilities in or 
near suburban communities. 

This is a situation which many 
businessmen feel can be rectified—not 
with construction of public housing 

but through private enterprise en- 
tering the field of middle-income 
with every expectation of 
making a reasonable profit. 


housing 


However, private developers face 
the problem of finding land within 
city limits suitable for reconstruction 
at a price that will permit redevelop- 
ment for the middle income families. 
Such locations must provide these 
families with parks, good schools, 
churches, and shopping as well as con- 
venient transportation. 

Obviously, close cooperation is nec- 
essary between the entrepreneur, city, 
state and federal governments, and 
industrial and commercial interests if 
private redevelopers are to build and 
plan these areas. 

Noteworthy progress has been made 
in creating legislative tools for slum 
clearance and urban renewal. The 
job ahead lies in the wise and effective 
use of these tools. Chicago is an ex- 
ample. Next to the Mayor, the city’s 


Conservation Commission faces the 


biggest task in Chicago. The Commis- 
sion is required to exercise the greatest 
ingenuity in planning to save what 
can be saved in neighborhoods threat- 
ened with deterioration. Probably 
there is no more frustrating job than 
the Commission’s, because it must deal 
with the hopes and emotions of peo- 
ple. Many people oppose change in 
their old neighborhoods. They often 
are afraid of the influx of new people 
which increases the Commission’s 
problems, already huge 
must cope with the building and plan- 
ning mistakes of the past 100 years. 


because it 


Private groups, cooperating with 
the Commission, face other problems. 
Once a suitable site has been found, 
the cost of demolition of outworn 
buildings cannot be absorbed by pri- 
vate interests. What is needed is gov- 
ernment help in order to cut costs—a 
one time subsidy. In Germany, which 
faced tremendous reconstruction prob- 
lems after the war, there is no public 
housing. It is all private housing built 
with the aid of a one-time subsidy for 
land clearance. There are parallels 








and what is being 


between the destruction wrought by 
the bombs of war and the blight 
caused by neglect, which provide a 
rationale for government subsidy for 
land clearance. 

Once the land has been acquired, 
private redevelopers can do their job. 
However, they need help from labor 
and all facets of industry. Chicago is 
among the highest building cost areas 
in the nation which increases the ne- 
cessity for careful planning and the 
use of economy by private 
groups 

As an example of the kind of co- 
operation needed, the Flat Janitors’ 
Union would need to correct pay 
schedules in order to give a more 
realistic approach to the cost of oper- 
ating an economically designed build- 
ing where little janitor work would be 
required. Each tenant would have his 
own automatic heating plant, and 
there would be little public space to 
be maintained by the janitor. There 
is reason to believe that the union will 
recognize that such plans using labor- 
saving devices will save labor costs and 


every 


Always in FOCUS 


... With those in mortgage 
banking and the entire 
building industry. Ask our 
representative how we may 
best serve your needs. 
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The dilemma in housing in many places is the same as Mr. 


Dovenmuehle has found it: 


“These in the lower income groups 


increasingly are finding suitable living quarters in public 
housing where there is a ceiling on the amount a family may 
earn annually. The high income groups can select from a variety 


of so-called luxury housing . 


. . But little or nothing has been 


done about the housing problem of the families with an 
annual income of six to nine thousand dollars a year.” 


that these savings should be passed on 
to the tenants. 

The Urban Renewal Committee of 
the Chicago Association of Commerce 
and Industry and the Chicago Metro- 
politan Housing and Planning Coun- 
cil have reviewed several plans 
meet the the 
middle-income group. organi- 
zations believe that it is 
construct housing with one and two 
at present 


needs of 
Both 


feasible to 


devised to 


bedrooms which will rent 
day costs for about $28 per room pet 
month, with tenants paying for then 
own heat. 

Chis would be cheaper than most 


suburban rentals, without the addi- 
tional costs of commuting, and taxes 
would be no higher than in the 


suburbs. 

Encouraged by these findings, a 
group of individuals—John W. Baird, 
Executive Vice President of Baird and 
Warner; Howard E. Green, President 
of the Great Lakes Mortgage Corpo- 
ration; Ferd Kramer, 
Draper and Kramer; and the author 
have proposed to the 


President of 


of this article 
Chicago Conservation Commission the 
purchase of two location in the Hyde 


Park area on which would be con- 
structed middle-income housing at 
about the rent scale suggested. On 


one site, 50 units would be built and 
on the other 55. 

[his group also proposes to build 
similar housing on land in another 
area owned by the Land Clearance 
Commission and demonstrate the 
practicality of selling such property 
on a cooperative basis. Here 72 units 
would be constructed. 

Although the cooperative method 
of owning moderately-priced housing 
is used all over the world, it is rarely 
used in Chicago. 

Many people do not like to buy 
from plans, simply because they can 
not envision the finished housing. This 
proposes to show prospects 
completed units, giving them confi- 
dence in getting what they expect, 
including neighbors in their same eco- 


group 
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nomic and social strata. 

This group believes in the profit 
motive and hopes to make a reason- 
able profit on the projects. However, 
it does have another objective—that 
of demonstrating clearly to other de- 
velopers, to contractors and to indus- 
try that city neighborhoods can be 
redeveloped and that people in the 
valuable middle-income employe 
group will buy or rent in the city if 
proper accommodations are offered at 


a price they can afford. 

Under Section 220 for rental prop- 
erty and Section 213 for cooperative 
housing, financing is available to pri- 
vate redevelopers under FHA with 
loans insured up to 90 per cent. 

The Chicago Association of Com- 
merce and Industry and the Metro- 
politan Housing and Planning Coun- 
cil have been in the forefront of the 
battle for better heusing for Chicago’s 
people. It is the hope of those who 
have worked on this project that these 
demonstrations by private enterprise 
will encourage others to build suitable 
housing for families in the six to nine 
thousand dollar a year bracket. Such 
housing is essential if Chicago is to 
continue attracting and keeping the 
skilled labor and white collar groups 
vital to our expanding economy. 





From Commerce Magazine, Chicago. 
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CHALLENGES THAT FACE US IN THE FUTURE 


“You are a much bigger industry now than you 
were at war's end—about ten times as big in terms 
of total assets. . Further sound growth must 
be based on a foundation of improved and ex- 
panded services and on new techniques of opera- 
tion. This foundation will be built as a direct 
byproduct of meeting the challenges mortgage 
bankers face in the years ahead.” 

SauL B. KLAaMAN 


“I do not believe that the influence of the fed- 
eral government on the mortgage market will di- 
minish in the years ahead. Population growth and 
demand for financing is going to be tremendous. 
But this confidence in the long range outlook will 
not save us from costly periods of stringency. If 
we rest upon it, we will not realize the full po- 
tential of the abilities we have developed.” 


Rosert H. WILSON 


HE above quotations are from observations in 

this issue of The Mortgage Banker and serve 
to remind us that mortgage banking, like every 
other segment of our growing 
economy, is facing challenges 
which must be met if we ex- 
pect to do as well in the years 
ahead as we have in the past. 
I know that our industry can 
do so — provided we act with 
reason, deliberation, careful 
consideration of every factor 
involved and with an eye to a 
stable, long term future. 





And today, when we are go- 
ing through a rather critical 
period because of the credit stringency even as we 
approach the publicized Sixties, is a good time to 
take a critical look at some of these factors. 


B. B. Bass 


For one thing, let us not overlook the fact that 
we can spread ourselves too thin by assuming un- 
sound and marginal risks merely to achieve vol- 
ume, and so seriously weaken our operation that 
it will have a telling meaning in the years ahead. 
There is no magic in size. Some of the outstand- 
ing successes in the industry are not dependent 
on size—success has been a combination of many 
factors and size alone has not been the dominant 
one. We should reconcile ourselves to the fact 
that we cannot supply investors with loans at their 
price—when that price cannot be met in our local 
markets. 


We must accept and expect sharp fluctuations 
in our volume—we have always had them and 
most likely always will. We blame inflexible in- 
terest rates and other federal policies and hope 
for a leveling out of the peaks and valleys. But 
such is the nature of the economic field in which 
we work—we must plan on a continuation of 
cyclical changes just as the general economy must 
expect them. 


Another thing which we as mortgage bankers, 
anxious to preserve a sound mortgage lending 
structure should keep our eyes firmly fixed upon 
is the question of competition. We've had plenty 
of it in the past and the future will be no differ- 
ent. In the rapidly changing conditions in de- 
mand for loans and demand for money, we have 
had plenty of competition as to price, quality and 
percentage of loan-to-value that we could not 
meet. And it has always meant that someone else 
got the business but through it all we have sur- 
vived and grown. This is no time to change the 
ground rules for running a sound operation. Busi- 
ness isn’t good business unless it’s profitable busi- 
ness. Don’t endanger what you have or what you 
have built up, by making “special” or “temporary” 
unsound commitments. 


Another kind of competition which we must, 
unfortunately, expect in the future, just as we have 
it now, is that from within our own industry 
competition, in a sense, from outside interests in 
obtaining a share of the mortgage money avail- 
able to promote primarily outside interests such 
as building, real estate operations, etc. It is a kind 
of competition which I think we will be able to 
meet because such a division of interest usually 
means that one side of the operation gains at the 
expense of the other—and the loser usually seems 
to be the mortgage end. 


The services of the mortgage banker are needed 
in good times and bad. The investors we serve 
have a great asset in our proved performance, in 
our modernized and efficient servicing operation, 
in the knowledge that, come what may, we will 
do the job for them on the terms they have speci- 
fied. The times may seem critical on occasions, 
but there is inherent strength in our industry and 
unless we act foolishly we will continue to grow 
at a healthy rate. 


PRESIDENT 
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financing has 


HE Magic 5s 
come and gone but it will not 
anvone with 


soon be forgotten by 


an interest in providing or securing 


funds to finance real estate. Almost 
a billion dollars was taken from 
savings to buy the attractive 5 per 


cent notes and a good part of that 
amount would have provided funds 
for mortgage loans which now the 
institutional investors can’t buy. It 
will be a the market 
recovers to the buying point where 

the Treasury an- 
terms getting 


while before 


before 
nounced the 

back to that particular point by no 
means indicates a return to anything 
like a good market. MBA President 
Bass shared the view of many that, 
while understanding the absolute 
need for the government to under- 
take its financing on the only basis 
which it could do, it is most unfor- 
tunate that the results had to be so 
disastrous to a particularly vulner- 
able area of the economy. Hence 
this exchange of correspondence be- 
tween President Bass and Julian N. 
Baird, Under Secretary of the Treas- 
ury for Monetary Affairs. Mr. 
Baird’s reply reflects the understand- 
ing and sympathetic view which the 
shares as to the points 


it was 
and 


Treasury 
President Bass raised and provides 
an insight into the tremendous prob- 
lems which our monetary authorities 


face 
October 27. 1959 
Dear Mr. Secretary: 
(he Mortgage Bankers Associa- 


tion of America has been a con- 
sistent supporter of the policies that 
have been pursued by the Treasury 
during the present Administration, 
times when the effects of 


action have created diffi- 


even at 
Treasury 
culties for the interests that the As- 
sociation serves. 

The Association the 
problems with which the Treasury 
is confronted, and especially those 
created by the failure of the Con- 
gress to permit the flexibility in debt 
management that today’s conditions 
require. It further recognizes that 
the present restrictions are bound to 
create distortions in the investment 


recognizes 


market. 

At the same time, the Association 
assumes that the Treasury wishes 
to keep such distortions to a mini- 
mum. For this reason, it feels it may 
appropriately point out that the sud- 
den and extensive withdrawals of 
funds following the announcement 
of the October 15 issue from the in- 
stitutions on which the mortgage 
market substantially depends, and 
the that institutions 
now feel for maintaining 
liquidity, have seriously curtailed the 
of funds the 


mortgage market. 


necessity these 


greater 
volume available to 

It seems particularly unfortunate 
that this should have occurred at a 
time when the scarcity of funds had 
already marked decline 
in building activity. With this in 
mind, the Association can only ex- 
press the hope that it will be pos- 


induced a 
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sible for future transactions to be 
carried on with less direct impact 
on this peculiarly vulnerable sector 
of the investment market. The As- 
sociation’s concern is also motivated 
by its apprehension that further di- 
rect impact of this type will lead 
to unsound legislation in the next 
session of Congress. 

Please be assured that the Asso- 
ciation will continue to support a 
non-inflationary policy of debt man- 
agement, and that it may be counted 
upon to be among those advocating 
the removal of the present restrictive 
ceiling on the interest rates of long 
term government obligations. 

Respectfully yours, 
B. B. Bass 
President 


Under Secretary of the Treasury 
Washington 
October 30, 1959 
Dear Mr. Bass: 

I appreciate having the comments 
in your letter of October 27th about 
the effect our 5 per cent note issue 
has had on the mortgage market. 

Of course, you know that we 
would have preferred to have of- 
fered a longer term bond that would 
have competed less directly with the 
current savings, but our range of 
choice at present is very narrow. It 
is unfortunate that we had to create 
a drain on the fine group of savings 
institutions who support the private 
sector of the economy. We do rec- 


sa 54 Note... 


and some epoch-making financing results 





ognize that we must be circumspect 
in how far we reach out to compete 
for such savings. 

The large individual acceptance 
of the Treasury note issue was mag- 
nified by the fact that the 5 per 
cent rate was dramatic news and 
hence made the front page of most 
of the metropolitan newspapers. 

The net of it is that the Treasury 
was faced with the choice of doing 
very short financing in the bank area 
with its inflationary implications or 
reaching out for savings. Except for 
a minute amount of currency that 
was in the sock, those savings were 
already at work and, if we were to 
attract them, somebody else had to 
lose them. I think it should be re- 
membered, too, that the Treasury 
has been putting more into the 
stream of savings than it has taken 
out, as, since 1955, the total out- 
standing Savings Bonds, held largely 
by individuals, have declined from 
$58,365 million to about $50 billion 
at present. 

If we can achieve balanced budg- 
ets, there is no reason for the Treas- 
ury to make any substantial de- 
mands on the stream of savings, but 
we believe it is in the public interest 
that we at least stay even with the 
game, and we are going to have a 
very difficult time doing that. 

We feel that, on the whole, it is 
probably better for the small saver 
to either be in Savings Bonds or 
keep his funds in savings institutions. 


Almost never before in government financing 





probably 


never before in some respects—did an issue of U. S. 


securities attract the attention from individual investors 


as was true in the recent offering of 5 per cent notes. 


4s overwhelming as the response was from individual 


investors, the brilliant success had elements of disappointment 


in that a great amount of savings was taken from thrift 


institutions at a time when every dollar is needed to finance 


growth. Hit hard were building and mortgage financing and this 


exchange of letters between President Bass and Under 


Secretary of the Treasury Julian N. Baird gives an insight 


as to what the government would like to do— 


and what it must do of necessity. 


Experience after the First World 
War proved that the average small 
investor does not understand the 
reasons for fluctuations in the mar- 
ket price of securities. The Treas- 
ury would rather sell its intermedi- 
ate and long-term marketable bonds 
to financial intermediaries and have 
them accumulate the savings of the 
people. However, we all must ad- 
mit that the Treasury has not been 
very successful in that direction, as 
there has been almost steady disin- 
vestment by the savings institutions 
over the past few years. This is en- 
tirely understandable when the in- 
stitutions can get higher rates on 


guaranteed mortgages, corporate 
bonds, etc., but it does leave no al- 
ternative to the Treasury but to 
funds from the individual 
saver on occasion. 

We greatly appreciate the under- 
standing and support your organiza- 
tion has given us in our pursuit of 
As you point out, 


solicit 


sound policies. 
your industry is one of the most vul- 
nerable and one that would ulti- 
mately be hit as hard as any if the 
economy were permitted to follow 
an unrestrained course. 

Sincerely yours, 

Julian B. Baird 


Under Secretary 
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What Mortgages Have Meant t 


ACK in 1829, two eminent gen- 
B tlemen of Boston, Messrs. Jona- 
than and Francis Amory, 
unfortunate as to be embroiled in a 


were so 


dispute with two powerful and prom- 
inent charitable the 
Massachusetts General Hospital and 
the President and Fellows of Harvard 


organizations, 


College. As they were Trustees under 
the will of Merchant John McLean, 
Messrs. Amory had chosen to es- 
tablish a $50,000 Widow 
Ann McLean with certain high yield 
textile and insurance stocks from the 
McLean portfolio, rather than with 
government bank 
other low yielding, but safe securities 


the 


trust for 


bonds, stocks, o1 


as caution might have led them to do. 


The charities protested this choice 
vigorously, in the manner of the day, 


from the very in- 
ception of the 
trust in 1824. Sev- 


eral offers were 
made by the char- 
take 


and to 


ities to ove! 
the 


pay 


trust 
the 
reasonable annuity 
ot 6 
life, but 


widow a 


per cent for 





these of- 


N. Preston Breed 


fers were rejected 


the widow benefit 


by large dividends from the shares of 


and continued to 
Boston Manufacturing Co. and Mer- 


rimack Manufacturing Co. held in 


the 
By 1828. some ol 
had 


recession 


Trust 

the 
the 
down 


the fears of 


realized and 


had 
the price of these shares so that the 
the $50,000 had 
clined by over $12,000 or 24 per cent. 


charities been 


business driven 


value of trust de- 
Che charities thereupon objected to 
the allowance of the Amory accounts, 
and in due course the litigation be- 
the Massachusetts Su- 
preme Judicial Court case, Harvard 
College vs. Amory, which established 


came famous 


the so-called Massachusetts or “Pru- 
dent Man” rule by which are now 
governed various trustees in many 


states of the country. 
A review of the case confirms that 
be support of 


both contending parties. Amory nat- 


much could said in 
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urally wished the Widow McLean to 
receive a substantial income. Harvard 
was concerned that the McLean Pro- 
fessorship of Ancient and Modern 
History could barely be supported 
by Harvard’s full $25,000 share of the 
trust, so that a shrinkage in the fund 


might defeat the intention of the 
donor and deprive Harvard of a 
much needed endowed chair. The 


surviving trustee, Francis Amory, was 
obviously in an embarrassing position, 
facing the possibility of disallowance 
of his fees and perhaps even of sur- 
charge. 

In a 
nihcance, 


far-reaching sig- 
Justice Putnam ruled in 
[rustee Amory. He dismissed 
that investments 


sale 


decision of 


favor ol 
the certain 
always and 
He showed how losses might 


notion 


were others always 
unsale. 
eventuate even in the most conserva- 


He shed 


obligations with 


doubt 
the 


tive ventures. even 
on 
rather acid comment, “There is one 
much in in- 


private corporations. 


vovernment 
consideration favor of 
vesting in 
The holder may pursue his legal rem- 
edy and compel them or their officers 
to do justice. But the government can 
And also, “If 
the public funds are resorted to, what 


only be supplicated.” 


becomes of the capital when the credit 
of the government shall be so much 
impaired as it was at the close of the 
war?” “Do what you will,” he 
said, “The capital is at hazard.” 
Some present-day holders of depreci- 
ated government bonds may respect- 
fully say, “Amen!” 


last 


Continued Putnam, “All 
that can be required of a trustee to 


Justice 


invest is that he shall conduct himself 
faithfully and exercise a sound discre- 
tion. He is to observe how men of 
prudence, discretion, and intelligence 
manage their own affairs, not in re- 
gard to speculation, but in regard to 
the permanent disposition of their 
funds, considering the probable in- 
come, as well as the probable safety 
of the capital to be invested.” 

And finally, “. it is of great im- 
portance that (trustees) should not 
be held to make good losses in the 
depreciation of stocks or the failure of 
the capital itself provided they 
conduct themselves honestly, discreet- 
ly, and carefully, according to the ex- 
isting circumstances, in the discharge 
of their trusts. If this were held other- 
wise, who would undertake such haz- 
ardous responsibility?” 

So much for Harvard College vs. 
Amory and the rule of the prudent 
man, which has for 130 years guided 
the actions of New England trustees, 
and continues to be the guide today. 

Who now is the prudent man 
among our present day savings bank- 
ers? Where do we look for the wise 
counsels of men of discretion and in- 
telligence in the management of their 
own affairs? I submit that our pru- 
dent man is our average fellow sav- 
ings banker. Collectively, he is 519 
bank officers and trustees 

according to the ex- 
. honestly, dis- 
invested 


groups of 
who have 
isting circumstances. . 
creetly, and carefully 
the funds entrusted to them. 

Now, painting rapidly and with a 
very broad brush, let us see how the 
prudent men of the savings banks in 








SAVINGS BANK INVESTMENTS 
Maine Conn. Mass. N.H. New York Vt. USA. 
Banks Banks Banks Banks Banks Banks Banks 
U.S. Bonds 28% 26% 29% 26% 16% 14% 19% 
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ments 29 20 16 19 17 16 19 
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1959 


t to the Prudent Banker 


More than 130 years ago was enunciated a certain guiding investment 
principle, the Prudent Man rule. During the long interval since 

then, through all sorts of varying conditions and changes, it remains 
today the same useful formula it was in the beginning. Talking to 
savings bankers, Mr. Breed recalls this rule for the prudent banker. 
“Above all, the prudent banker must avoid the vicious circle. If 

new dollars can be invested at higher returns than old dollars, the prudent 
banker must strive mightily for growth so that high income new dollars 


will average up the low income old dollars . 


. . The vicious circle starts 


with low government bond income and rumors of depreciation, which 
leads to low bank income, low dividends, low growth, continued low 
income, continued iow dividends, continued low growth and again around 


the record until it seems there is no escape. But, is it prudent to dispose 
of government bonds and go into mortgages? We are all old enough to 
remember the 30’s and what happened to mortgages. Believe me, it is not 
prudent to take any other course of action. If we have not done so, 

and are not doing so, we are being left behind by the prudent bankers, 


the men of discretion and intelligence who, according to the existing 


circumstances, are acting discreetly and carefully 


in the discharge of their trusts.” 


the New England states, and in the 
whole country, have invested their 
funds. We observe the principal cat- 
egories of investment by percentage 
of assets as shown in the accompany- 
ing table. (Page 28.) 

Now, averages are apt to be deceiv- 
ing. In the case of our mortgage per- 
centages, the larger banks of the 
country are today heavily invested in 
mortgages, approximating 70 
per cent of assets in mortgages, and 
these banks not only greatly lift the 
averages, but the turn 
conceal the fact that even today many 
of our medium sized and smaller in- 
stitutions built up their 
mortgage portfolios to be the major 
earning asset of their banks. 


most 


averages in 


have not 


Such banks probably suffer from 
bond portfolios which have depreci- 
ated in market value. True and as 
unfortunate as this condition may be, 
[ do not feel that price depreciation 
as such has any great significance. 
lhe depreciated bonds will undoubt- 
edly pay full face value at maturity 


By N. PRESTON BREED 


Vice President, Second Bank-State Street Trust Company, Boston 


and it is quite unlikely that any bank 
will be under the absolute necessity 
of liquidating any of these bonds be- 
low par. Any informed person would 
know that in a period of rising inter- 
est rates the prices of all fixed income 
investments go down. The mortgage- 
minded banks have many of the old 
+ per cent G.I. loans, which would 
hardly be worth 90 today; and I 
know of several Boston banks that 
wrote, and still have, a number of 3%4 
per cent and 34% per cent loans that 
could be sold only at deep discount 
today. 

No, the trouble does not lie with 
the market price or the book value 
depreciation. The real trouble lies in 
the low income produced by such in- 
vestments and the long maturities to 
which we committed our savers’ funds 
at this low rate. I doubt very much 


if the average dollar stays in any of 
our savings institutions more than six 
to eight years, yet all of us put new 
dollars into government and other 
bonds with fixed maturities of fifteen 
and more. We all 
was a good idea at the 


to twenty 
thought it 
time! 

We know, from hindsight, that our 
government gave us a bad choice be- 
tween low yield on long-term bonds 
and no yield at all on short maturities 

so that we became the unwilling 
victims of political cheap money. But 
it is one thing to make a mistake and 
another to live with it. Our quality 
of fallibility is attested by the manu- 
facturers who put an eraser on the 
top of every pencil they sell! Did we 
use the erasers and sell out our badly- 
balanced, low-income bond portfolios 
as soon as better savings bank invest- 


years 
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ments became available? Did we go 
back to building up our community 
homes, stores, and factories when re- 
strictions were taken off and our vet- 
erans Did we 


pate in the great trends to detached 


came home? partici- 
single family, owner-occupied housing 


to suburban living—to decentral- 


On the record, our 


ized cities? 


men did and are still doing so, 
some more aggressively than others, of 
Surely, then, the investments 
of the prudent banker are those of 
average of all banks, or better 
still, are ahead of the averages in the 
direction in which they are trending. 


pru- 
dent 


course 
the 

Above all, the prudent banker must 
If new dol- 


return 
than old dollars, the prudent banker 


avoid the vicious circle 
lars can be invested at higher 


must strive mightily for growth so 


that high income new dollars will av- 
erage up the low income oid dollars. 


An institution that has succeeded in 


growing 10 per cent a year is obvi- 


ously in much better shape today than 


one which has grown 2 per cent. 


Growth has meant higher average in- 
higher 
dividends, which has encouraged more 


come, which has _ permitted 


growth, which has meant higher av- 
like a 


This must 


erage income and so on 
record stuck in the groove 
be the Circle of 
bankers 


Che 


government bond income and rumors 


Golden prudent 


vicious circle starts with low 


of depreciation, which leads to low 


bank income, low dividend. low 
growth, continued low income, con- 
tinued low dividend, continued low 


growth, and again around the record 
until it seems there is no esc ape. 
But, is it prudent to dispose of gov- 


ernment bonds and go into mort- 


gages? We are all old enough to re- 
member the 30’s and what happened 


Believe 


prudent to take any other course of 


to mortgages me, it Is not 


action. If we have not done so, and 


are not doing so, we are being left 


behind by the prudent bankers, the 
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men of discretion and _ intelligence, 
who according to the existing circum- 
stances are acting discreetly and care- 
fully in the discharge of their trusts. 
This is proven by the figures cited 
here. No man who follows these pru- 
dent men and thereafter is found to 
have erred will be subject to any le- 
gitimate criticism, for the prudent 
man is now well rooted in ou 
trust structure. I fear, however, for 
posterity’s judgment of the man, or 
group of men, who depart from the 
judgment of their fellow 
bankers. If they are right, they will 
have little company; if they are 
wrong, there will be no one to save 


rule 


collective 


them. 


that we were all old 
enough to remember mortgages in the 
30’s. Unfortunately, none of us is old 


enough to have known the mortgages 


I observed 


of the 19th century, and the first 
twenty-nine years of the 20th cen- 
tury Unfortunately too, the trau- 


matic shock of the experience of the 
30’s has kept us from learning enough 
about the new mortgages of the 40's 


and 50’s. 


As to the former, it is a fact that 
mortgages have always been given 
higher investment regard and have 
yielded less accordingly than the 
bonds of railroads, public utilities, 
and other corporations. That is, until 
the Great Depression of the 30's 
scared us into forgetting any but re- 
cent history. For many, many years 
the prime going rate on Boston mort- 
gages was 4 per cent and even 3% 
per cent in periods when prime utility 
bonds brought 5 per cent and 6 per 
cent. 

Furthermore, it is a fact that in no 
recorded panic or depression since 
State supervision of Massachusetts 
savings banks began just after the Civil 
War, have mortgages ever brought 
any significant loss to these banks. A 
conscientious search of the Commis- 
sioners’ reports for every such panic 
year prior to 1929 has revealed only 
nominal mortgage losses in those 
years. Parenthetically, there were se- 
vere losses on collateral loans, bonds 
of defaulting corporations, and on se- 
curities sold to provide liquidity 
against withdrawals, but no word of 
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1958-1959 fiscal year, the 
year of greatest progress 
in our history. 
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senior staff and eight di- 
visions of mortgage bank- 
ing services. 
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doubt or criticism appears against 
mortgages in any of the official re- 
ports prior to the 1930's. 

It seems now to be generally agreed 
that much as we have conquered the 
former scourges of diptheria and 
small-pox, we have also largely con- 
quered the scourge of unemployment 
and declining property values arising, 
not from decline of population and 
consequent lack of need for housing, 
but from foreclosures and distress 
sales. Our government has promised 
full employment in the Employment 
Act of 1946 and if this promise is to 
be kept, then our mortgages must all 
have acquired some of the qualities of 
our government bonds. 

But, we need not even speculate on 
the fortunes of the average mortgagor 

although I would contend that he 
is sheltered from the rains of adver- 
sity by the same umbrella that pro- 
tects mortgagors under government 
sponsored programs. We can have 
mortgages which are insured by FHA 
or guaranteed by the VA and each 
passing year seems to prove that the 
holders of these government-protected 
investments fare far better than the 
holders of direct government bonds. 
sense, they government 
bonds. They are sold at varying 
discounts and have a good market 
with regularly quoted prices. 

While it may be unfortunate that 
housing, like cotton or wheat farm- 
ing, has become an object of govern- 
ment subsidy, it is none the less true 
that the lobbies of home builders, vet- 
erans, and mortgage companies have 
firmly entrenched into our economy 
the government-sheltered FHA and 
VA loans. They are not only here to 
stay, but they have an elaborate price 
support mechanism through the sec- 
ondary market operations of the Fed- 
eral National Mortgage Association. 
They receive almost yearly aid and 
adjustment through the Housing Acts 
which claim so much Congressional 
attention each year. 
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The FHA and VA programs were 
not set up to please banks or bankers. 
The programs were set up to please 
voters and the banks are only the 
indirect beneficiaries of the national 
concern with housing. It seems indis- 
putable that these new amortized and 
insured loans are the present day best 
investment of prudent bankers. They 
have little or no relationship to the 
short-term, unamortized, and unin- 
sured loans that brought the banks so 
much trouble in the 30’s. 

They offer the highest net risk-free 
yield—from % per cent to 1% per 
cent higher than competing invest- 
ments. I have heard bond-minded 
trustees stating their opinion that they 
preferred bonds where the yield dif- 
ferential to mortgages was only | per 
cent. Do these trustees stop to think 
that you can run the whole bank, 
rent, salaries, supplies and all the rest 
for not much over 2 per cent? Do 
these trustees know that millions of 
dollars have passed from one bank to 
another on a dividend differential for 
only one or two interest periods of 
VY, per cent? Probably, they insist 
upon rigid economy in bank salaries 


and expenses, yet they will direct the 
purchase of bonds running for fifteen 
years at | per cent less return than 
they might have received from gov- 
ernment guaranteed loans. I am afraid 
that savings banking is too competi- 
tive an undertaking today to permit 
such sacrifice of possible income. It 
will be said by some that mortgages 
are expensive to acquire and service. 
I offer the retort courteous that sav- 
ings accounts are expensive to acquire 
and service too. Many banks will cal- 
culate and pay interest twice a year 
on hundreds of accounts with bal- 
ances under $100. After 150 years of 
experience and mechanization, the 
savings banks have acquired extraor- 
dinary efficiency in handling small 
thrift accounts. Can anyone suggest 
any institution that would be better 
equipped to originate and_ service 
small mortgages? Obviously, our sav- 
ings banks are superbly efficient mort- 
gage banks as well. I do not know 
what percentage costs would have to 
be ascribed to a bond account, but I 
can state confidently that not over 
4 per cent should cover all expenses 
and well-run mort- 
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gage account, and even less if the 
loans are purchased. 

Perhaps the greatest advantage of 
mortgages in their 
liquidity. Studies have shown that a 
diversified portfolio will 
“turn eight to twelve 
years and will contribute cash return 
of capital of from 8 per cent to 15 
per cent or more each year for liquid- 
Part olf 

which 


recent years 1S 
mortgage 


over” every 


ity needs or reinvestment. 


this money is amortization, 
flows in regularly each month, but an 
even greater flow comes from the nor- 
mal human tides of in- 


creased family, death, decreased fam- 


promot 10n, 


ily, retirement, etc., that cause families 
from one house to another 
predictable 


which is 


to move 
with almost periodicity. 
Unlike bond 
mitted at fixed rates for long periods 
ahead, back 


for reinvestment almost from the day 


money com- 


mortgage money flows 
of first commitment. Its cycle is nearly 
identical with the cycle of savings, an 
advantage in itself, but the chief ad- 
vantage has been the opportunity af- 
forded to reinvest a portion of the 
bank’s old deposits at constantly in- 
creasing rates of interest and hence to 
permit the banks to stay competitive. 

Many 
done 
One of the most recent and authori- 
tative Dean G. 
Rowland Collins and Professor Jules 
I. Bogen of New York University, en- 
titled, “The Investment Status of 
FHA and VA Mortgages.” 
cellent study may be purchased from 
the University and should be required 
reading for any savings bank officers 


have been 


investments. 


excellent studies 


on mortgages as 


was published by 


This ex- 


or trustees who have any doubts on 
this subject. I shyly admit 
the author of a rather widely distrib- 
uted article, “Why Invest in Out-of- 
State Mortgage Loans?” 
out of print, but I will be happy to 


to being 


which is now 


send copies to any interested reader 
Chere is still time to consider and to 
too badly 


by delay, as vet, but it is necessary for 


act. No one has lost out 
our prudent men not to put off too 


long joining the company of other 


prudent men. 

[ would hope that all our savings 
bankers backwards 
to promote good new housing in their 
Much 
oped opportunity still exists in this 
direction. I would hope that all would 
take full advantage of the FHA and 
VA But, if you have rea- 


would lean over 


own trading areas. undevel- 


programs. 
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sons not to originate your own loans, 
you may still purchase all you require 
at good yields and from trustworthy 
servicers. If you have the confidence 
to go far from home, you will be 
proportionately more generously re- 
warded. 

Our prudent banker today is an 
expert originator and buyer of mort- 
gages, he has confidence in the quali- 
ties of this investment, and he is de- 


lighted to find that a security of this 
quality and maturity yields more 
rather than less than corporate bonds. 
If he had prejudices against mort- 
gages, he has been willing to put them 
aside. If mortgages are somewhat 
more troublesome than cutting cou- 
pons on bonds, he has been willing 
to undertake this trouble the better to 
serve his bank, his depositors, and his 


community. 
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The Monthly F inancial Statement 


ORTGAGE banking is a field 
M where monthly financial state- 
ments can be prepared with relative 
ease—yet there are a number of rea- 
sons complicating the preparation of 
accurate monthly reports. There are 
several techniques which can help in 
securing relatively accurate monthly 
financial statements. Many of the 
larger firms now accomplish this, but 
the techniques used by our firm may 
be of interest to many others. 

Among the problems involved in ar- 
riving at correct income are those in 
determining (1) the amount of serv- 
ice fees which may be uncollected, 
and (2) the valuing of the Company’s 
mortgages. There third 
area involving the brokerage and com- 
mission fees where those are recorded 
on an accrual basis; but since it ap- 
pears to be the industry’s practice to 
record those fees as income when re- 
ceived in cash, the problem may not 
exist for many. The accounting diffi- 
culties to arrive at proper monthly 
expenses usually relate to the follow- 


might be a 


ing areas: 
>» Disbursements benefiting more than 
one month, such as supplies, insurance, 
depreciation, etc. 
>» Expenses incurred but not exactly 
determinable during the month, such 
as communication services, travel per- 
formed but not reported, professional 
services performed but not billed, etc. 
In addition, the accumulation of 
audit-accurate accounting data on a 
monthly basis would take sufficient 
time that cost would be excessive, and 
the value of the monthly report would 
be dissipated by lateness. Therefore, 
accounting routines should be simple 
enough that the financial statements 
can be given to the principal officers 


Does your firm prepare one’ Other than the 


very large companies, many do not. It’s possible to 


do so—and with considerable accuracy, as this 


firm’s experience has shown. 


By PAUL P. WILSON 


Secretary Treasurer, Schumacher 
Mortgage Company, Memphis 


within a few working days after the 
end of each month. 

To accomplish the three objectives 
of income estimation, expense estima- 
tion and timely financial reporting, is 
the problem. It is the purpose of these 
observations to outline accounting 
methods which may be of assistance in 
these three areas. The techniques to 
be described are listed, as follows: (a) 
Standard Journal Entries; (b) Spe- 
cialized bank techniques; (c) Daily 
Bank Summaries; and (d) Account- 
ing training programs. 

The techniques are applied to ac- 
counting in various particulars but, 
first, it might be well to outline the 
company’s general system of account- 
ing. A manually-kept General Ledger 
is used. Three Journals are prepared 
Cash Receipts, Cash Disbursements 
and General Journals. A subsidiary 
ledger is kept for income and expense. 
Each classification of income and ex- 
pense is posted on a Boston ledge 
sheet which allows for Departmental 
distribution. Subsidiary ledgers in gen- 
eral accounting are maintained on 
many accounts, including notes re- 
ceivable and accounts receivable. Serv- 
ice Accounting (using punch card ac- 


counting in our case) keeps subsidiary 
records on a single debit basis for all 
Company-owned loans. In addition, a 
general accounting subsidiary ledger is 
kept manually by company file num- 
ber as to the discount collected at 
closing on each loan still owned by 
the Company. A separate subsidiary 
ledger is maintained by company file 
number as to funds received to cover 
the eventual selling cost of the mort- 
gage, but deposited with us by a 
builder or broker. (We call these mar- 
ginal deposits and report to the de- 
positor on the eventual sale of the 
mortgage and at that time there is a 
settlement in which we bill or return 
funds to close the account). 

The last two subsidiary ledgers listed 
above are concerned with the valua- 
tion of mortgages, and, therefore, in- 
fluence the monthly income. Based on 
an IBM listing of mortgages prepared 
at the 25th of each month, and in- 
formation furnished by the Production 
Department, the Treasurer prepares a 
Standard Journal Entry to provide 
sufficient reserve on each loan to cover 
its expected selling cost. The conserva- 
tive approach is taken and where there 
may be gain in the sale of a mort- 
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vage (a rare thing these days) that 
income is not taken up until an in- 
vestor actually pays for a loan. The 
Cash Receipts Journal is closed on 
the working day after the month end 
so the two subsidiary accounts on 
mortgage valuation can be posted and 
the income or expense arising in either 
the discount account or the marginal 
account from investor payments dur- 
ing the month are transferred from the 
two valuation accounts by a second 
Standard Monthly Journal Entry. 
Chat Entry can be placed in the Gen- 
eral Journal so as not to delay the 
closing of the Cash Receipts Journal. 

The Service Accounting Depart- 
ment maintains the Company’s port- 
folio of mortgages on a single debit 
basis and forecasts the interest income 
monthly. That information is the basis 
for a third Standard Journal Entry, 
in which the interest earned in the 
current month is entered as income 
though to be collected in a later 
month. Likewise, an IBM re-cap of 
principal serviced for clients by par- 
ticipation percents is delivered to the 
[reasury Department monthly. The 
report is used to compute an estimated 
service income for the current month; 
the Four Standard Journal Entry is 
used to reflect that figure as a re- 
ceivable. All actual collections are 
credited against the receivable and 
the balance at month’s end is reviewed 
to see that prepayments and delin- 
quencies explain the variances. ( Later 
[ will refer to a banking technique 
by which the service fees are not han- 
dled in cash in our office. 

These techniques have to do with 
making the accounts reflect income 
properly within each month. There are 
certain types of expense which do not 
appear ratably during the year as in- 
curred, and certain other types of ex- 
pense are not definite in amount at a 
sufficiently early time for prompt re- 
porting. Regarding the first, we use 
Standard Journal Entries to cover 
each classification. For instance, we 
prepare a Standard Journal Entry for 
depreciation, insurance, supplies, 
travel, interest income and expense, 
payroll distribution, professional serv- 
ices, employee benefits and any other 
predictable expense. A consistent num- 
bering plan is used so that Entry No. 
| is always depreciation, Entry No. 2 
is always interest charged on loans to 
builders, Entry No. 3 is payroll break- 
down, etc. That numbering accom- 
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plishes not only identification, but it 
becomes a check list that all account- 
ing items have been covered monthly. 
A corrolary of these entries is that all 
supplies and all insurance, even post- 
age as well as such items as credit re- 
ports purchased on a contract basis are 
recorded as prepaid expense. The 
Standard Journal Entry records the 
actual expense ratably or as required. 


A question of how to handle 
certain matters of expense 


On certain expenses such as com- 
munications, we realize that one 
month’s toll costs will be ascertained 
too late for our monthly closings. 
Cherefore, in January we accrue an 
estimated amount which remains ac- 
crued for the year. The bill paid in 
February, for instance, is charged to 
expense in February and only later at 
December for the annual closing is the 
estimated accrual adjusted to an 
actual amount. The estimate is suf- 
ficiently accurate and this technique 
then provides appropriate expensing 
without a delay for the actual amount. 
The technique is used for all other 
expenses which fall in this general 
category. 

Accountants may disagree on the 
advisability of our accrual for travel, 
but we think it desirable to anticipate 
the year’s expense of that classification, 
and have it reflected in each month’s 
operation. Last year’s expense is re- 
viewed and with the help of the of- 
ficials concerned, we forecast traveling 
costs and use that as a basis for de- 
termining a current monthly expense 
accrual. This technique is used for a 
few other expenses which can be han- 
dled in this manner. 

The discussion so far has been on 
using Standard Journal Entries. An- 
other technique which has been help- 
ful to us is the use of specialized bank 
accounts. One we call “Returned 
Check Account” does not accomplish 
any income analysis, but it removes 
many entries which at one time ap- 
peared in the Cash Journals as to the 
general bank account of the Company. 
All returned checks from whatever 
source are charged back to the “Re- 
turned Check Account” which has an 
imprest sum as its initial deposit. The 
balance in the fund is sufficient to take 
care of normal returns, and the bank 
on a daily basis sends back items 
which were originally deposited (in 
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reference to regular and servicing col- 
lections) in various accounts. The re- 
turned items are picked up by our 
Company runner who gives them to 
the Collection Department which is 
responsible for the fund. The col- 
lectors are thereby aware of returns 
quickly. Regular account items are 
rare, but those are given to the Treas- 
urer for handling. A Collections Clerk 
must at all times be able to inventory 
returned checks on hand in a sufficient 
amount which if deposited would 
bring the bank account to its full sum. 
The account allows for a quick closing 
of both the Cash Receipts and Cash 
Disbursements Journals for returned 
checks and insures a consistent han- 
dling of them within the Company. 
A second specialized bank account 
is one we call the “Loan Closing Ac- 
count.” This Company closes all of its 
loans by writing a check drawn on a 
“Loan Closing Account” to disburse 
the full face of the mortgage. In us- 
ing the bank account, we have de- 
posited on a nominal sum at the time 
the account was opened. The bank is 
instructed to honor all loan closing 
checks when presented, and it has 
agreed to make a bank transfer from 
our Regular Account to cover the 
checks as presented each day. The 
amount of the debit against the Regu- 
lar Account is simultaneously credited 
or deposited in the “Loan Closing 


Account” and provides funds for clear- 


ing the loan checks daily. As the loan 
checks are issued, a daily log was pre- 
pared. It shows the borrower, the 
city in which the property lies, the 
amount of the loan check, the date on 
which the check is presented to the 
bank, and the date on which this 
Company borrows through its line of 
credit by using that particular loan 
as collateral. Thus reference to the 
loan check log provides us with daily 
knowledge of the funds used to pur- 
chase first mortgage notes. The ac- 
count affords daily knowledge of the 
use of our loan checks by local and 
out of town closing attorneys. It also 
simplifies the matter of maintaining 
bank balance control and it pin points 
the loans on which the check has not 
been used or loans where collateral 
should be expected. In the latter case, 
this information affords a control on 
the collateral expected so that rapid 
banking may be done. The outstand- 
ing loan checks representing loans in 
the process of closing at the end of 
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each month are identified and the 
book (General Ledger) overdraft for 
that account actually represents an off- 
set against the control of mortgages 
owned. For financial statements, the 
mortgage loan account and credit bal- 
ance in the “Loan Closing Account” 
are netted during the year to arrive at 
the actual value of loans closed. Again, 
the technique is one of providing in- 
formation on the use of loan checks in 
an expeditious manner. This one is 
not used at the end of the accounting 
year when an exact reporting is done. 
Actually, we are careful that no un- 
used loan checks are held by attorneys 
at year-end. 


Third and fourth phases of plan 
for monthly statements 


The third technique I mentioned 
was the use of a Daily Bank Sum- 
mary. An unpredictable amount of 
banking from many sources accumu- 
lates daily in the Head Cashier’s files 
relative to the Regular Account of 
the Company. The Head Cashier 
turns over to the General Accounting 
Department all such material and it is 
filed in a separate folder until an ac- 


countant can prepare the Daily Bank 


Summary. Local banking practices on 
collateral borrowing includes use of a 
deposit slip for each item of collateral 
and the result is numerous deposit 
slips in one day. All of these amounts 
are added and the total becomes the 
banking control for a given day. The 
accounting to be recorded in sub- 
sidiary ledgers as well as the General 
Ledger is reflected on the Daily Sum- 
mary and made to balance with the 
funds banked. For convenience in 
work and in filing, one or two days 
material is filed in a folder. Each of 
these is available to accountants who 
are responsible for subsidiary ledger 
postings and the daily bank files are 
any easy medium from which they 
post all their subsidiary records. Use 
of this technique speeds that posting 
and balancing and allows for the 
simultaneous posting by various peo- 
ple. In addition, it provides any per- 
son inspecting the day’s receipts with 
the accounting according to any re- 
ceipt without his inspection of the 
Cash Receipts Journal. The routine 
also means that preparing the Journal 
can be simplified since detailed infor- 
mation need not be recorded in Cash 
Receipts Journal. Letters, memoran- 


dums, invoices or prepared receipts, 
all can be filed in the folder as sup- 
porting data for a deposit, and avail- 
able to sundry persons. A_ trained 
accountant does not have to interpret 
the Cash Journal to persons who may 
be interested in and authorized to 
have the information. 

The final technique is the use of 
an accounting training program. Un- 
der this heading is included the use 
of standardized work papers and 
standardized working statements. An 
attempt is made to have at least two 
people trained in each accounting 
function and that is accomplished in 
part by assignment of duties, but also 
in part by providing accounting in- 
structions in written form. The Com- 
pany has not completed an account- 
ing manual but it reduces to writing, 
in the forms of accounting bulletins, 
instruction on handling any new situa- 
tions. In addition, accounting mem- 
orandums are written when it is felt 
that new applications for existing ac- 
count methods arise. Every attempt is 
made to handle all transactions consis- 
tently and, with the cooperation of 
management, to remove instances of 
irregularity in routine which would be 
exceptions in accounting. This in no 
way implies that accounting routines 
are rigid, but it does mean that the 
business routines used are thoroughly 
thought out and checked on a profes- 
sional level—also that all necessary 
information is provided to all who 
need it. It is expected that the oper- 
ating departments will act within those 
routines. Accounting is prepared to 
act within them and that is the basis 
for the consistency. 


A final part of the accounting train- 
ing technique has to do with the use 
of standardized work papers and state- 
ments. We have taken strips of mimeo- 
graph paper about three inches wide 
and listed all of the General Ledger 
accounts. These mimeograph strips are 
glued on work papers to save time in 
monthly trial balance operation. We 
have also arranged the General Ledger 
accounts so that all figures appearing 
on financial statements result from 
subtotals on the trial balance. In other 
words, various bank accounts can be 
grouped for a total of cash; various 
receivables are grouped for subtotals; 
fixed assets are arranged in statement 
order, etc. 


When a trial balance is completed 


only the balance sheet items are listed. 
Profit and loss items are reduced to 
one figure. Details of the income and 
expense ledger will not be on the trial 
balance. The accountant reviews the 
trial balance and the income and ex- 
pense ledger accounts with the Treas- 
urer. Any items needing additional 
handling are corrected by adjustment 
on the work paper. Departmental in- 
come or expense corrections which re- 
sult from the adjustments are handled 
by memo amounts which are inserted 
at the proper ledger sheet on scratch 
paper. Since these are very few, bal- 
ancing them is not difficult. At this 
point, the accountant prepares the 
monthly financial statements and 
again those statements are on mimeo- 
graph paper requiring only the inser- 
tion of figures. They are double spaced 
so any unusual account could be in- 
serted in the appropriate spot. When 
the statements have been completed, 
they are cross checked between income 
and the balance sheets before they are 
released for typing. 

While the above accounting pro- 
cedures are being accomplished, a 
typist is completing statistical reports 
on Production, Servicing, Personnel 
and other special matters. All papers 
can be assembled at the earliest time 
after the last statement is typed. 


These monthly statements have 
been remarkably accurate 

In summary, it is practical to have 
in the hands of the managers, monthly 
financial statements having a degree of 
accuracy which compare with state- 
ments prepared by the auditor on an 
annual basis. This Company’s expe- 
rience has been that the monthly fi- 
nancial statements are correct to 
within | per cent. Our staff admitted, 
however, that when one year’s reports 
were within 1/10 of 1 per cent, we 
had had a little better than average 
year! We take this to indicate that 
very accurate financial statements can 
be prepared on a monthly basis, and 
delivered to management normally 
within seven working days after the 
end of the month. This schedule can 
be maintained without overtime, but 
it does require the use of a trained 
staff interested in the quality of their 
work, and who use time-saving tech- 
niques that have the support of the 
highest level of Company manage- 
ment. 


THE MORTGAGE BANKER + November 1959 37 








“elder states- 


mortgage 


ODAY, only the 
er in the 
recall the days when 
seeking mortgage loans and were pay- 
them. 


business 
investors were 
ing high 
Younger executives have never known 
such They have learned the 
business under the toughest conditions. 
Maybe that to learn 
it. If we can exist and grow 


premiums to get 
times. 
is the best way 
in this 
market, how much more we should 
prosper when money is not tight and 


mortgages are in demand! 


But 
never 


gage bankers avoid falling victim to 


old days” 


long can mort- 


“the good 


How 


suppose 
return? 


increasing competition from other 


forms of investment, from uneveness 
caused by cyclical changes, from the 

built-in attrition of 
kind ot 


Those busi- 


our busi- 
ness? 
nesses that do not 
continue to grow 
inevitably decline 


What 


destiny 


will be ou 
) 

I believe, with 
Saul Klaman, that 
the future pattern 





Robert H. Wilson 


of development of 
mortgage companies will depend con- 
siderably on the future course of fed- 
eral credit aid programs. I do not be- 
lieve that the influence of the federal 
government on the mortgage market 
will diminish in the years ahead. Pop- 
ulation growth and demand for fi- 
nancing is going to be tremendous. 
But 


range 


this confidence in the long- 


outlook 


costly periods of stringency 


will not save us from 
If we rest 


the full 
potential of the abilities we have de- 


upon it, we will not realize 
veloped. 

lo me, there is just one answer fot 
our future—diversification. We are no 
different in this respect from other in- 
dustries, such as the aircraft industry. 
With the changes taking place in the 
jet age, have 


looked into all types of diversification, 


most aircraft firms 


13 WAYS § 


aluminum boats to aluminum 


The mortgage industry has 


trom 
furniture. 
great need today for men with new 
ideas whose thinking is not bound by 


old established practices. 


Management engineers advise that 
the most successful forms of diversifi- 
cation are those that make use of a 
firm’s skills in fields related to its basic 
activities. Mortgage bankers are for- 
tunate in that we are directly involved 
in several fields, which we can enter 
quite logically with development of 
our present organizations. 


Before thinking of diversifying, any 
mortgage firm should tighten up its 
operating costs and efficiency as much 
as possible. In the growth most firms 
have enjoyed since 1946, many opera- 
tions have become heavy with over- 
head and personnel. Many inefficien- 
cies have developed that no one has 
had time to correct. Now is a good 
time to take stock and make sure that 
a good job is being done for investors. 

Chere are then two main directions 
in which a firm may diversify. One 
direction is in the range of our serv- 
and the types of 
The other is 


ices to customers 
financing we enter into. 
in the number and kinds of investors 


with whom we do business. 


In the first direction, there are at 
least 13 different paths along which a 
mortgage firm may deploy its forces. 
If vou are in the mortgage financing 
business, you will already be follow- 
ing one or more of these paths. The 
ways 


them 


others should be considered as 
to diversify, although some of 
may not be suitable for your particu- 


lar firm. These 13 ways are: 


1. Spot loans, or loans on individ- 
ual houses, usually existing. We try to 
originate enough spot loans to equal 
amortization and 


the attrition from 


pay-offs. By offering service to real- 
tors, you can originate a reasonable 
volume of this type of business, even 
in competition with savings and loan 


asm clations. 
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2. Project financing. Handled cor- 
rectly, project financing can also be a 
good source of insurance business on 
a volume basis. 

3. Construction Pay-out Facilities. 
Providing interim construction financ- 
ing should be one function of mort- 
gage banking. Basically, this gives the 
mortgage banker control over the loan 
until it is ready for delivery to the in- 
vestor. The builder is not free to go 
elsewhere for a lower rate, if in doing 
so his construction loan will be called. 
On the positive side, construction fi- 
nancing can be highly profitable and 
can attract Start-to-finish 
service is a great convenience to build- 
ers, since they need to negotiate with 
one lender only. 

4. Real estate sales. Unless you al- 
ready have a competent, experienced 
real estate sales staff, this may be a 
field to avoid. Profit from this type of 
operation may not justify the time 
and work involved in developing it. 
If you are in real estate, other realtors 
will not bring you mortgage business. 
On the other hand, if successful, your 
real estate business will itself be a good 
source of mortgages. 


business. 


5. Property management. Invest- 
ors, remembering times when they had 
to take over properties through fore- 
closure, like to have their correspond- 
ents in the management business. 
Property management is a good source 
of revenue, and keeps you in close 
contact with the owners—a chance to 
obtain other financing or re-financing. 

6. Land development. Having land 
available for builders on attractive 
terms can assure you of financing their 
houses. Land is one of the most ex- 
pensive and critical commodities that 
goes into housing. Land development 
is a way to increase profits, although it 
is somewhat speculative. 

7. Home building. Like 
tate sales, home building can be a 
But if 
you go into it, you should do so on a 
will not get 


real es- 
source of mortgage business. 
you 


big scale, because 


) For Mortgage Bankers 
to Diversify 


And diversify he must if he is going to make the most of today’s 


opportunities. When recurring periods of credit stringency develop, the 


organization that has diversified is better prepared— it hasn't placed all 


its eggs in one basket. Practically all mortgage companies appreciate 


the basic need to diversify and most have done so to varying extents. 


But how many have gone the entire way, left no diversification opportunity 


unexplored? When a company can offer a well diversified service, the 


chances are that each one of the services it does offer is a better one 


for the diversification. Mr. Wilson’s company recognized the 


wisdom of diversification long ago. 


business from competing builders. 
You'll keep your builders happier by 
developing land for them, rather than 
by going into the building business 
yourself. 

8. Title business. 
this can be very profitable, especially 


In some sections, 


where the area is not served by a suc- 
cessful title company. This does not 
apply in our territory, which is already 
well served. 

9. Home improvement loans. Again, 
regional considerations will largely de- 
this is a 
If there is not 
a great supply of savings and loan 


termine whether desirable 


form of diversification. 


money in your area, you may be able 
to get very good improvement loans 
that you would be willing to under- 
write. But if the competition is strong 
for the 9 per cent to 12 per cent rates 
that 
may find yourself under pressure to 


improvement loans yield, you 
icce arginal credits 
accept marginal credits. 


10. Syndicates. Getting friends or 


By ROBERT H. WILSON 


President, Percy Wilson Mortgage & Finance Corp., Chicago 


associates together as sponsors of a 


worthwhile real estate investment, 
such as an apartment project, com- 
office building, is 


the best ways to develop mortgage 


mercial or one of 


business. You can render a real serv- 
ice in syndicating such transactions for 
lack 


capital and placing loans with insti- 


sponsors who would otherwise 
tutional investors. Successful handling 
of such ventures usually leads to fur- 


ther opportunities. 


11. Purchase-leaseback origination. 
Because of constant fear of inflation, 
many investors are interested in own- 
ing real estate and leasing it to quali- 
fied As a long-term invest- 
ment, this returns to them more dol- 
lars than they originally invested, and 
also gives them a residual at the end 
of the term, with a chance of appre- 


tenants. 


ciation. This type of transaction can 
be most profitable and should be 
sought wherever possible. 


12. Commercial and industrial fi- 
nancing. This is a way to develop new 
servicing, and to meet the changing 
requirements of investors. Many in- 
surance companies will turn to com- 
mercial and industrial financing as 
they turn away from home loans. This 
type of business is highly profitable 
for the mortgage banker, because the 
units are larger. It would take 200 
home loans to produce a $2 million 
volume, and perhaps nine people to 
and loans. The 
same volume could come in a single 


process service the 
loan on a shopping center and could 
be handled by three persons. Com- 
mercial and industrial transactions are 
not easy. They require special tech- 
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“1 do not believe that the influence of the federal government on 


the mortgage market will diminish in the years ahead. Popula- 


tion growth and demand for financing is going to be tremendous. 


But this confidence in the long-range outlook will not save us 


from costly periods of stringency. If we rest upon it, we will 


not realize the full potential of the abilities we have developed.” 


nique and know-how. But it is a type 
of business well worth mastering. 

13. Insurance. As mentioned be- 
fore, mortgage financing can be a 
source of insurance business, but the 
insurance should never be tied in with 
the mortgage transaction. Sell your 
insurance as a separate operation. Sell 
service. You can offer the convenience 
of adding insurance payments to mort- 
gage payments. You can finance in- 
surance premiums, so that the home 
owner can pay you monthly. Sell all 
the kinds of insurance he should have 
in a single collection package—fire 
and extended coverage, home security 
to protect his mortgage payments if 
he should be laid off, mortgage re- 
demption to give the house free and 
clear to his family, if he should die. 

With an insurance agency, you are 
also in a position to supply workmen’s 
compensation, group insurance, and 
general liability to builder accounts 
and sponsors of commercial or indus- 
trial projects. Try to develop a full 
insurance agency that can operate in- 
dependently of the mortgage opera- 
tions. 

With diversified investments to offer 
as a result of development of a diversi- 
fied business, you will be in a better 
position to meet your investors’ needs 
under variable market conditions, and 
to attract new investors. Look espe- 
cially toward rapidly growing pension 
funds, both small and large, and in- 
dividual small trusts, which may not 
be able to afford professional manage- 
ment and will welcome the service 
you can render. 

Lastly, as you seek to diversify your 
outlets, remember that investors are 
expecting more of mortgage firms in 
the way of service. The mortgage 
banker must have an efficient, modern 
system, able to handle a single debit 
as easily as the monthly payroll. Per- 
sonnel must be trained in modern ac- 
counting. If you are not equipped for 
tabulating already, you must begin 


planning for it. Unless you are organ- 
ized to handle servicing easily and effi- 
ciently, your costs can get out of line. 
An up-to-date servicing operation will 
in itself attract new investors. 


A PENSION FUND MANAGER 
GIVES VIEWS ON MORTGAGES 

Said John D. Lockton, treasurer of 
General Electric Company and direc- 
tor of its pension fund: 

“For high current returns, the most 
profitable opportunities today (for 
pension funds) are in fixed obliga- 
tions. Interest rates are higher than 
they have been in this century except 
during the tight money periods follow- 
ing World War I and in the early 
1930's. Our pension trust is taking full 
advantage of this situation. 

“This year our investment in fixed- 
income securities will total $75 mil- 
lion. Of this amount, $35 million is in 
real estate leasebacks, which we find 


particularly attractive for pension 
trusts. The investment is protected by 
the value of the property as well as 
the credit of the leasing corporation. 
It gives a somewhat higher current 
return than bonds of similar quality. 
While the investment is not market- 
able, it has a steady amortization. 
Most leases contain provisions for re- 
newal at reduced rates of interest after 
the original investment has been com- 
pletely repaid, thus affording ccntin- 
ued income for an additional period 
that may run up to 30 years. 

“At the end of the lease term we 
will own the property outright, free 
and clear of all encumbrances, unless 
a repurchase provision has been exer- 
cised. Such provisions always involve 
premiums, and in many cases the re- 
purchase offer can be accepted or re- 
jected at our option. 

“The amount we have invested in 
this way — now totaling more than 
$100 million—has been limited only 
by the availability of opportunities 
which meet our requirements. We 
estimate that the extra revenue from 
these leasebacks, beyond the interest 
earnings during the original lease, will 
amount to at least 25 per cent of our 
investment. 

“The second largest group of our 
fixed-income investments this year has 
been business mortgages, which will 


(Continued on page 45, column 2) 





What's the Discount? 


If you invest in mortgages the 
chances are vour very first ques- 
tion is “What's the discount?” 
But discount by itself means 
nothing. It’s the extra vield 
which results from the dis- 
count which is the important 
thing. And your best source 
for yields is a book entitled 
“Prepayment Mortgage Yield 


lables”. It shows yields to 


FINANCIAL pPuBLISHING COMPANY 
82 Brookline Avenue, Boston 15, Mass. KENMoreE 61827 


COMPUTORS OF FINE FINANCIAL TABLES 


maturity, but it also shows 
vields if the balance is paid off 
in 8, 10, or 12 years (as it well 
may be). 


Discount prices are shown 
down to 90, terms way up to 
50 years. It’s 216 pages of use- 
ful tables, and all for the tri- 
fling sum of $2. Publication 
No. 35 identifies it. 
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Research 





Fast gaining a reputation, Associa- 
tion-wide, as one of its “do” commit- 
tees, the MBA Research Committee- 
at its initial meeting of the 1959-60 
year—set for itself an ambitious pro- 
gram of projects, each of which is to 
be undertaken and studied by indi- 
vidual sub-committees. 

One of the Committee’s major un- 
dertakings will be in the area of man- 
agement succession, a topic of study 
currently of much the 
mortgage industry. With sufficient ma- 
terials and information now available 
to warrant a thorough study and doc- 
umentation of the subject, the sub- 
committee in charge—headed by Ivan 
C. Peck of Colorado Springs - 


interest to 


has 


recommended that the MBA director- 


of education be authorized to enter 
into negotiation with professional 
management or university personnel. 
Che sub-committee, itself, will serve 
in an editorial and writing advisory 
capacity. 

Other project areas include: the 
preparation of a glossary of terms and 
phrases used in the mortgage lending 
business, a study already in progress 
and one which is being conducted in 
conjunction with the National As- 
sociation of Real Estate Boards and 
other similar groups; a study dealing 
with the mortgagee’s single-interest 
policy; the operation of branch offices; 
and a careful analysis of the single- 
audit system. 

Lon Worth Crow of 
chairman of this 
Committee. 


Miami is 


year’s Research 





| Minority Housing | 


With America’s 
playing an increasingly important role 
in the country’s housing picture, the 
challenge of providing more actual 
housing for these people continues to 


minority groups 


assume greater proportions—and, run- 








MBA Committees at Work 


Reports of their activities 








ning parallel to the needs of the times, 
so increases the importance of and the 
need for the efforts of this conscien- 
tious MBA committee. 

Currently, the Committee on Fi- 
nancing Minority Housing—under the 
chairmanship of H. Duff Vilm of In- 
dianapolis—is planning a survey to 
determine as nearly as possible the 
the investor toward mi- 
nority housing. The will be 
conducted by questionnaire, to be pre- 
pared by a special sub-committee un- 
der the chairmanship of C. Ellis Hunt 
in Tulsa; and once the results have 
been compiled a report will be made 
to the entire membership of MBA. 
Because savings and loan associations 
buy more minority loans than do any 
other lenders in the industry, they will 
be included in the survey. 

In the months to come, all members 
of this Committee will be making 
unofficial studies within their 
own states of the delinquency rates in 
the area of minority housing. Reports 
of their findings will be forwarded to 
Chairman Vilm, whose intention it is 

ultimately—to prepare, in conjunc- 
tion with Jim Lafler of the Voluntary 
Home Mortgage Credit Program in 
Chicago, an article for publication in 
THe Mortcace BANKER. 


attitude of 
survey 


brief, 





| Conventional Loan 


In 1958, the MBA Conventional 
Loan Committee this Asso- 
ciation’s hardest working committees 

-provided the industry with a stand- 
ard Residential Appraisal Report 


form for conventional loans, a form 


one of 





which gained wide and immediate 
acceptance among mortgage lend- 
ers and correspondents. This year 


the form will be offered to members 
of the Society of Residential Apprais- 
ers—and other certified appraising 
groups, for their qualified 
members. 

To further publicize the availability 
of and the workability of these forms, 
Waldo E. Francois, chairman of the 


use by 
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sub-committee responsible for this ef- 
fort, has been delegated to prepare an 
article for publication in THE Mort- 
GAGE BANKER. 

Another of the Committee’s major 
efforts—preparation of a standardized 
Mortgage Loan Submission form—is 
about to be concluded. The final ver- 
sion of this form, prepared under the 
auspices of a sub-committee headed 
by Clifton Robbins of New York City, 
has been approved by the full Con- 
ventional Loan Committee and is 
ready for presentation to the industry; 
it is, in fact, virtually “on the presses.” 

Work continues forward, too, on 
the revision of the Personal Financial 
Statement (MBA Form #201). Sub- 
committee chairman Paul G. Rey- 
nolds, of Chicago, reports that the 
committee’s work has been completed 
and that the final draft of the revised 
form is ready. All proposed changes, 
as recommended by the sub-commit- 
tee, will be included in the next print- 
ing. The revision of the Application 
for Real Estate Loan (MBA Form 
#202) is also nearing completion. 
However, according to sub-committee 
chairman Charles P. Landt of Raleigh, 
N. C., approval of the final draft will 
be deferred until the Committee’s 
next meeting in March. 

Chairman of the 1959-60 Conven- 
tional Loan Committee is C. A. Bacon 
of Denver. 





GI 

It is this committee—the GI Com- 
mittee of MBA—which serves as the 
medium of contact between the Asso- 
ciation and the officials of the Veter- 
ans Administration whose activities 
relate to the GI lending program. 

In reviewing the national delin- 
quency picture—with respect, partic- 
ularly, to GI loans—the Committee 
has been informed by Philip N. 
Brownstein, director of the VA loan 
guaranty service, that considerable im- 
provement has taken place in VA 
direct loan delinquencies during the 
past year. 
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Mr. Brownstein, in speaking before 
the Committee at its recent meeting 
during the MBA Convention in New 
York, discussed the VA’s opposition to 
any extension of the GI loan program 
for World War II veterans 


this program, due to expire July 25, 


Under 


1960, there would still be some nine 
million eligible veterans with unused 
ruarantees. Director Brownstein ex- 
plained, too, the VA’s opposition to 
the Cold-War Veterans Bill which 
passed the Senate and is to come be- 
fore the House Veterans Affairs Com- 
mittee in the second session 

“The original GI loan was a reha- 
bilitation measure,” Brownstein points 
out, “and people who have gone into 
service since the Korean War do not 
qualify in the same manner as those 
who went into service during the 
Korean War for an indefinite period.” 


With the policy statement of MBA 
scheduled for review and possible re- 
vision by the MBA Legislative Com- 
mittee, sometime during the coming 
year, the GI Committee chairman 
who this year chances also to be a 
member of the Legislative Committee 

will be able to deal directly with 
any changes in the policy statement 
which he and his Committee members 
feel relate directly to the GI loan 
program. 

C. C. Cameron of Raleigh, N. C., 
is chairman of the GI Committee for 
the 1959-60 vear 





Membership 


Because the work of this committee 
is so fundamental to the continued 
growth of MBA, it is important that 
it operate as smoothly and as effi- 
ciently as possible. This year, a new 
approach to the acceptance of mem- 
bership applications and certain inno- 
vations in their processing should add 
considerably to the over-all function- 
ing of the Membership Committee. 

With the chairman of the Com- 
Oliver Walker, Washington, 
LD. C.—this year serving also as a 
member of the Membership Admis- 
sions Committee, it will facilitate the 


mittee 


implementation of such innovations as 
are planned. Among these are: 
1) A more lenient treatment in re- 
gard to the present five-year 
qualification for membership 


in certain cases. (It is felt that 


if a member has had over 10 
years’ experience as a mortgage 
banker with a member com- 
pany, and then forms his own 
company, this background should 
be considered favorably in an- 
alyzing his application. 

2) Applications not unanimously 
resolved by the Membership Ad- 
missions Committee will be held 
over for verbal discussion by the 
full Committee at either the 
mid-year meeting or the Con- 
vention, prior to submission to 
the MBA Board of Governors. 

}) Copies of each application re- 
ceived in the MBA Headquar- 
ters Office should be mailed 
to the Membership Committee 
member in the locale closest to 
the applicant, within the appli- 
cant’s own state, for investiga- 
tion prior to the actual process- 


ing. 


ate the necessary conditions of a “lend- 
able neighborhood,” it is felt that such 
a sample blueprint could act as an in- 
ducement for cities to create their 
own, thus overcoming a certain nat- 
ural inertia against urban renewal. 

The Committee hopes, too, through 
the efforts of its individual members 
in different cities all around the coun- 
try, to encourage cities to set up their 
own insuring program which, in ef- 
fect, would greatly encourage mort- 
gage investment therein. Eventually, 
too, the Committee is to undertake 
the publishing of a special brochure 
which will incorporate under one 
cover the series of four articles on ur- 
ban renewal which have been written 
by Robert J. Beran, an MBA stafl 
member and have been appearing 
monthly in THe Mortcace BANKER. 

Serving as chairman of the 1959-60 
Urban Renewal Committee is Albert 
Keidel, Jr., of Baltimore. 








Urban Renewal 


Despite the growing recognition 
that urban renewal remains, today, 
one of the really big jobs still to be 
done during the Twentieth Century, 
there is much to be done in the way 
of convincing mortgage men and their 
investors that there is a role—a profit- 
able role—for them to play in the 
over-all scheme of things. To this 
purpose the MBA Urban Renewal 
Committee has dedicated many years 
of diligent effort. 

Currently, the Committee is inter- 
ested in presenting to the full MBA 
membership—either by monthly pub- 
lication in THe Mortcace BANKER 
or through a periodically issued “Let- 
ter to Members”—a running “box 
score” of the status, nationwide, of 
all urban renewal projects as they de- 
velop. This information would in- 
clude such pertinent facts as project 
location, dollar volume, rental cost 
per room, etc. 

It is the Committee’s intention, too, 
to prepare a “model blueprint” of 
lending requirements which investors 
or FHA feel must be met if a city is 
intending to enter into either rehabili- 
tation or redevolpment activities. Es- 
sentially, such a “blueprint” would 
center around re-zoning, street layout 
and traffic control—and, because each 
city has within itself the power to cre- 
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Mortgage Market 


The principal accomplishment of 
the Mortgage Market Committee, last 
year—and, certainly, a major accom- 
plishment for the industry as a whole 

was the publication and distribu- 
tion of the NYU brochure: The In- 
vestment Status of FHA and VA 
Mortgages. This comprehensive re- 
port was designed especially to tell the 
story of why these mortgages should be 
more attractive to pension trusts than 
they now appear to be. 

The Committee, through the MBA 
Headquarters Office, will continue to 
encourage MBA members to make 
use of the brochure and will continue, 
too, to alert the full membership to 
the value of this study. MBA, as an 
Association, will make no further at- 
tempt to distribute the brochure, but 
individual members will continue to 
use it as a selling tool. A list of all 
available pension trust officers and 
large corporations to whom the bro- 
chure has been mailed will be avail- 
able, upon written request, through 
the Headquarters Office. 

A special sub-committee, under the 
chairmanship of Donald E. Nettleton, 
New Haven, Connecticut, is hard at 
work—as it has been during the past 
year—studying those problems which 
must be met by the trustees and man- 
agers of pension funds when first they 


indertake the operations of a mort- 
age portfolio. Among the possible 
ipproaches to which the sub-commit- 
ee will give serious consideration are: 
he preparation of a simple question 
and answer booklet; the possibility of 
President Bass addressing the Mid- 
Winter Trust Conference of the Amer- 
ican Bankers Association; the direct 
discussion between Committee mem- 
bers and their local FHA district di- 
rectors on the potential of FHA loans 
with pension fund prospects. 

Dale M. Thompson of Kansas City, 
Missouri, is serving his second term as 
chairman of this Committee. 





Public Relations 


One of the biggest things to happen 
to MBA in recent years is the produc- 
tion of “The Road to Better Living” 

the first motion picture ever made 
about the mortgage industry and the 
vital and important credit role of the 
mortgage banker. Premiered at MBA’s 
recent New York Convention, ““The 
Road” has been greeted with over- 


whelming approval—and for the un- 


qualified success of this major under- - 


taking, all credit must go to MBA’s 
Public Relations Committee; and to 
Brown L. Whatley, particularly, who 
first conceived the need for and the 
idea of such a film and who, through 
the several years of planning and the 
months of actual production, served 
in the capacity as chairman of the 
Committee’s special film sub-commit- 
tee. 

Currently, Carey Winston of Wash- 
ington, D. C., is the chairman of this 
dynamic MBA committee; and he has 
as his vice chairman, Bundy Colwell 
of Los Angeles. Each of these men, 
also, served on the film sub-committee 
and were instrumental, in an advisory 
capacity, in furthering the production 
of the film. 

In the months ahead, the individual 
members of this Committee will play 
a key role in helping to publicize the 
availability of the film. The film, of 
course, is available either for purchase 
or rental—and while its actual dis- 
tribution is to be handled entirely 
through the facilities of professional 
distributing firms, it will be the re- 
sponsibility of each and every MBA 
member to do all they can to stimu- 
late circulation of the film. In this 
activity, members of the Public Rela- 


tions Committee will, naturally, play 
a leading part; by so doing, they will 
be carrying off one of the most im- 
portant public relations jobs ever at- 
tempted by the industry. 





Conference 


Each year at this time, this particu- 
lar MBA embarks on a 
rapidly accelerating schedule of plan- 
ning, timing and programming—with 
not a let-up until, at last, in May it 
can mark “‘finis” to the close of the 
MBA Eastern Mortgage Conference. 
For, as its name implies, it is this 
committee’s responsibility to schedule, 


committee 


plan and execute the Association’s 
yearly round of regional mortgage 
conferences Midwestern, Southern, 
Western and Eastern. 

In line with general policy, each of 
the Committee’s vice chairmen is di- 
rectly in charge of one of the regional 
John R. Womer, Chi- 
cago—Midwestern; George C. Dick- 
erson, Jacksonville, F lorida—South- 
James B. Shea and S. P. 
Applewhite, Jr., Phoenix — Western; 
Nathan T. Bascom, Worcester, Massa- 
chusetts—Eastern. In the hands of 
these local chairmen and their com- 
mittees will rest the authority to ar- 
range the programs as they see fit for 
their immediate area. 

Thus, into each Conference, will be 
injected a variety of programming. 
The Southern meeting, for example, 
will include along with the standard 
morning program fare—talks, panel 
discussions, etc.—an afternoon of 
workshop sessions. The Western meet- 
ing, however, will have only morning 
sessions and the afternoons will be 
left free for planned entertainment. 
And in Chicago, since the Midwestern 
meeting will be the first to be held in 
the decade of the 60’s, plans call for 
a long-range look at the next 10 years 

—a “look” which will cover such wide 
subject areas as population growth, 
urban area expansion, etc. 

Chairman of the 1959-60 MBA 
Conference Committee is Ernest P. 


Schumacher, of Memphis. 


conferences: 


ern, 





Insurance 


Among the issues currently before 
the MBA Insurance Committee is the 


problem of over-all escrow collection 
in connection with “package” insur- 
ance policies which include standard 
homeowner coverage plus automo- 
bile insurance, etc., and, likewise, the 
problems which might arise from po- 
tential future amendments pertaining 
to collection for items extremely re- 
mote from the mortgage itself. 

To better and understand 
these particular problems, Chairman 
John Dane, Jr., of New Orleans, has 
appointed a special sub-committee to 
solicit factual information from vari- 
ous insurance commissioners, under- 
writer associations and agent associa- 
tions in regard to their viewpoints on 
the problems which such policies can 
create for the mortgage banker. It is 
hoped that the sub-committees find- 
ings will be finalized in time for 
MBA’s Midwestern Conference in late 
February, so that the Committee 
might formulate and recommend a 
stand which MBA will be able to pre- 
sent to these outside organizations as 
official Association policy. 

In regard to the MBA Blanket 
Bond, the Committee is hoping to 
gather information from among its 
own members as to the potential dol- 
lar liability which may result from 
penalties; likewise, the over-all dollar 
risk attributable to an error or omis- 
sion in paying real estate taxes. This 
information is intended to assist 
Joseph C. Henry of the Bankers In- 
surance Service Corporation, Chicago, 
in determining the feasibility of ex- 
tending the errors and omissions cov- 
erage in the Bond to include the non- 
payment of real estate taxes. 

Underwriters, Mr. Henry’s prelimi- 
nary research has disclosed, are will- 
ing to offer this coverage—but only 
for what Mr. Henry considers to be a 
relatively high premium. He expects, 
however—once he has available this 
additional information—to be able to 
renegotiate the indicated premium ex- 
pense; also, he will be able to deter- 
mine whether or not the coverage, per 
property covered, should be limited 
to $10,000. 


review 





Farm Loan 


For many months now the Farm 
Loan Committee of MBA has been 
pursuing a vigorously active campaign 
to combat the growing power of the 
Federal Land Banks in the farm lend- 
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Basic to this campaign has 
hard- 


ing field 


been the continuing series of 
hitting, no-holds-barred articles con- 
tributed [THe Mortcace 
BANKER: 


couragement among the nation’s farm 


monthly to 


and, also, the active en- 
brokers to write letters to Congress in 
support of the Committee’s stand. 

In the year ahead, the Committee 
will continue these efforts—urging by 
all means possible, the development 
of sound agricultural credit principles 
in amount, rate and term: likewise, 
the preservation and development of 
stable private sources of agricultural 
credit 


Through Congressional action, the 


Committee will seek three major 
changes 
1) The length of term on future 
Federal Land Bank bonds be 
made commensurate with the 


experienced average life of their 
bonds 

2) The Federal Land Bank system 
and its borrower members alone 
be made liable for any possible 
operational deficit or capital 
loss 

}) The inflationary features of the 


recent farm legislation be re- 
scinded 

Ewart W. Goodwin of San Diego 

is chairman of the MBA Farm Loan 


Committee for 1959-60 





Educational 


The MBA Schools of 
Banking, at Northwestern 
Stanford 
Senior Executives Conferences at New 
York University Southern 
Methodist are the 
continuing, year-to-year projects over 
which the authority of the MBA Edu- 
But in 
the full-play of its responsibilities, the 


Mortgage 
University 
and at University: and the 
and at 


University—these 


cational Committee extends. 
Committee touches upon many areas. 

One such area is the “College Liai- 
son” program which, in the yea 
ahead, is to be broadened and added 
to. Among the proposed new activi- 
ties in relation to this program will be 
the preparation of a six-course lecture 
with all appropriate teaching aids for 
faculty members in 


use by university 


incorporating into existing courses 
some specific instruction in mortgage 
banking; also, the apprising of college 


faculties of the availability of instruc- 


special registrations in the School of 
Banking; too, the 
promotion through local mortgage 
of “Mortgage Banking Days” 
at various universities. Other related 
activities also are planned. Committee 
vice chairman, M. J. Mittenthal of 
Dallas, heads the sub-committee in 
charge of the liaison program. 
Proposed also, as an Educational 
Committee project for the year ahead, 


Mortgage and, 


groups 


is the setting up of a seminar series 
on industrial, commercial and income 
property financing. As now envi- 
sioned, these two-day, seminar-work- 
shop-type meetings would be planned 
to precede or follow, as closely as pos- 
sible, the MBA regional conferences. 
They would be held at a university 
close to the locale of the conference. 
In the offing, too, is a proposed clinic 
program for selected executive per- 
sonnel who either control or influence 
the investment of pension and trust 
funds. For each of these proposed 


programs, a special sub-committee 
will be appointed. 

John A. Gilliland, Jacksonville, 
Florida, is 


Educational Committee chairman. 


serving a second term as 





Servicing 


The 1959-60 
Committee, this year, has embarked 
the 
has ever undertaken. 


Mortgage Servicing 


upon one of heaviest project 
schedules it 
So that referenced material might 


be immediately available to servicing 





Colorado 
New Mexico 





managers throughout the industry, 
the Committee is undertaking the 
preparation of detailed operating 
manuals which will incorporate the 
latest ideas and methods covering the 
most important phases of mortgage 
loan management. Separate manuals, 
each in loose leaf form so they may 
readily be kept up to date, will be 
prepared on each of these important 
phases of mortgage loan management: 

1) Delinquent mortgage loan col- 

lection procedures. 

2) Cashiering and deposit proce- 

dures. 

3) Accounting—reporting and re- 
mittance procedures. 

+) Escrow department procedures. 

5) FHA and VA foreclosure and 

claim procedures. 

A separate sub-committee of spe- 
cialists in each field has been ap- 
pointed to prepare each of the indi- 
At a later date, an 
review 


vidual manuals. 
editorial sub-committee 
and edit the material to insure stand- 
ardization in the final products. 
Another of the Committee’s proj- 
ects has to do with “package” and 
all-risk type insurance policies. Be- 
cause a great deal of concern has been 
expressed by both investor and cor- 
respondent personnel with respect to 
the liabilities and responsibilities inci- 
dent to the acceptance of such poli- 
cies, a special sub-committee will work 


will 


on designing a standard form of au- 
thorization which will properly set 
forth the authorities required as well 
as limit the liabilities incurred. When 


= ibe © 


Louisiana 
Texas 


Title Service 
To Investors in Mortgage Loans 
Since 1906 


For information on agencies in all four states write our 


Home Office, 1301 Main, Dallas. 


Dallas Title and Guaranty 


Company 





tion in mortgage banking, through 
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ready, this form will be submitted to 
the industry for acceptance. 

Work is continuing, also, on the 
development of a Standard Mortgage 
Release form and on the compiling 
of information relative to the Com- 
mittee’s study aimed at determining 
just how long all major records should 
be retained to be in agreement with 
state and Federal laws and rulings, 
as well as directives from various gov- 
ernment agencies. This latter project, 
it is expected, will take several years 
of research to complete. 

Because the use of electronic equip- 
mortgage work 
more widespread 


ment adaptable for 
evel 

throughout the industry, the Com- 
mittee feels it is important that the 


is becoming 


industry be as fully informed as pos- 
sible. To accomplish this purpose, the 
Committee has appointed a perma- 
nent electronic sub-committee, unde 
the chairmanship of Edward J. De- 
Young, Detroit. Information dealing 
with this subject will be 
periodically through the columns of 
THe Mortcace BANKER. 


reported 


Something new, too, in the way of 
loan servicing clinics is planned for 
1960, according to Chairman W. W: 
Dwire, of Detroit. Details of this 
phase of the Committee’s activity ap- 
pear elsewhere in this issue. 





YMAC 


and activities 
the Young Men’s Activi- 
ties Committee has known 
will be continued and expanded upon 
in the year to come. Articles of topi- 


All of the features 
for which 


become 


cal interest contributed by the indus- 


try’s younger men will continue to 
appear as a part of the Committee’s 
monthly “YMAC Page” in THE 
Mortcace Banker; and there will 
be YMAC-sponsored breakfast meet- 
ings at all MBA conferences and at 
the MBA Convention. However, it 
appears as if the present policy of 
featuring guest speakers at these 
breakfast meetings will be changed 
to permit, instead, the discussion or 
panel-type meeting—thus encouraging 
greater interest and participation on 
the part of all members who attend. 

YMAC’s legislative sub-committee, 
also, will continue to function—as- 
sisting in any way possible with the 
affairs of the MBA Legislative Com- 
mittee. By, supporting or opposing 


legislation both at the national and 
the state level, the YMAC legislative 
program can render a real service to 
MBA. All actions of this sub-commit- 
tee, of course, are subject to the ap- 
proval of the MBA Legislative Com- 
mittee. 

Serving this year as chairman of 
YMAC is Edward C. Greene, Dallas. 


PENSION FUND VIEW 
(Continued from page 40) 
amount to $30 million for the year. 
As in the case of leasebacks, we re- 
quire that the property have a value 
not less than the amount invested, and 
that the corporation’s credit standing 
is sufficient for at least an ‘A’ rating 

on its bonds. 

“These mortgages do not have the 
plus values of leasebacks, but they 
higher return. We 
mortgages on 


yield a current 


have business real es- 
tate, several types of ship mortgages, 
and even a mortgage on a post office. 
We have purchased some oil payments 
and some high grade bond issues, but 
in almost all cases they have been 
private placements. The question con- 
tinuously before us is whether or to 
what extent we should invest in guar- 
anteed home mortgages. 

“It is our belief that home mort- 
gage investments can be and will at 
times be most advantageous from pen- 
sion trust Currently thei 
yield is less than can be obtained from 
some other types of fixed obligation, 


and the handling cost is high because 


investing. 


they are so small. This may not al- 
ways be true; and when the picture 
changes, we are quite prepared to en- 


ter the home mortgage field.” 


>» BIG YEAR COMING: U. S. con- 
struction expenditures will reach a 
record total of more than $55 billion 
in 1960, Architectural 
mates. 

Although this may be only 1.5 pet 
cent above 1959, it is more impressive 
than it looks, for 1959 will be an ex- 
ceptionally big year for building, says 
Forum. 

Construction expenditures this year 
will probably reach $54.9 billion—a 
jump of 11.8 per cent above 1958, 
three-and-one-half times the average 
increase of the past few years and 
more than twice the most optimistic 
predictions. 1960 will be the sixteenth 
year in a row which building activity 
has expanded. 


Forum esti- 
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First Off in 1960 MBA Meeting Schedule Are 
the Senior Executives Conferences in January 


rhe extensive program of meetings 


which has characterized MBA’s ac- 
tivities in recent years will be re- 
peated in 1960 with the lead off 
events being the Senior Executives 


Conferences in January. Specifically, 
the occasions and times will be 
Senior Executives Conference, New 
York University, New York, January 
19 to 21, with the Association’s rep- 
Raymond 7 O'Keefe. 
vice president, The Chase Manhat- 
tan Bank, New York, and Vice Chair- 


the Educational 


resentative, 


man ol Committee, 


in charge 

Southwestern Senior Executives 
Conference, Southern Methodist Uni- 
versity, Dallas, January 24 to 26, with 
James A. Cheek, partner of W. A 
McKinley Company, Dallas, and Vice 
the Com- 


Chairman of Educational 


mittee, as the Association’s represen- 
tative in charge 

These are the meetings which MBA 
annually provides—as their names in- 
dicate—for senior executives of mort- 
gage lending and investing institutions 
Their always, is to 


aim, as pro- 


vide those attending with an authori- 
tative background of trends and con- 
the which will 
serve as a reliable base for decisions 


ditions in economy, 


within mortgage lending. 





James A. Cheek 


Raymond O'Keefe 


Attendance, as always, must of 
necessity have some limitations to pro- 
vide the type of intimate discussion 


which experience has proved is the 


best way for assimilating the infor- 
mation 
Detailed announcements of both 


conferences will be in the mails very 
soon, but in the meantime, members 
who may have been planning tenta- 


both the 


conferences should note the dates 


tively to attend either or 


1960 MBA Mortgage Conferences to Be Held in 
Chicago, New York, Phoenix and Jacksonville 


MBA’s 


will be 


The second area, 


usual 


meeting 
Conference program, 
featured this year by four events: 
Midwestern Mortgage Conference, 
Conrad Hilton Hotel, Chicago, Feb- 
ruary 29-March 1, under the direction 
of John R. Womer, Vice 
Lakes Mortgage 
Chicago and Vice 


Conterence Committee 


President, 
Great Corporation, 


Chairman of the 


Southern Mortgage Conference, 
Robert Meyer Hotel, Jacksonville, 
Florida, April 4-5, in charge of 


George C. Dickerson, Vice President, 
Stockton, Whatley, & Com- 
pany, Jacksonville, Florida, and Vice 


Davin 


Chairman of the Conference Com- 
mittee 
Western Mortgage Conference, 


Paradise and Jokake Inns, Phoenix, 
April 21-23, in charge of S. P. Ap- 
plewhite, Jr., President, Applewhite 
Mortgage & Investment Company, 
Phoenix and James B. Shea, Vice 
The Valley National Bank 


President, 
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both Vice Chairmen of 
the Conference Committee. 


of Phoenix. 


Eastern Mortgage Conference, 
Hotel Commodore, New 


York, May 


, 


Geo. Dickerson 


. a Se 


Se 





John R. Womer 








James B. Shea S. P. Applewhite 


1959 








2-3, in charge of Nathan T. Bascom, 
President, Worcester Mechanics Sav- 
ings Bank, Worcester, Massachusetts 
and Vice Chairman of the Conference 
Committee. 

Ernest P. Schumacher, President, 
Schumacher Mortgage Company, 
Inc., Memphis, is Chairman of the 
Conference Committee and is well 





Nathan P. Bascom 


E. P. Schumacher 


along with the planning of the pro- 
grams. Some innovations are in pros- 
pect for the meetings. The Midwest- 
ern Conference, for instance, will be 
the first Association meeting in the 
1960s, a period of intensive activity 
in building and building financing, 
which has been widely anticipated. 
Mr. Womer, in charge of the Chicago 
Conference, contemplates placing con- 
siderable accent on this factor and 
thus the meeting will feature a num- 
ber of addresses having to do with 
the mortgage 
lending. 


long-term aspects of 
At the Jacksonville Conference em- 
phasis will be put upon shop talk 
the most prac- 
tical aspects of mortgage lending. 


sessions slanted to 
Advance programs and all details 
1960 Conferences will be 
available shortly. 


of these 


Two MortgageServicing 
Clinics Set for 1960 


The third set of meetings which 
MBA is sponsoring in 1960 are the 
Mortgage Servicing Clinics, with two 
scheduled. 

Mortgage Servicing Clinic, May- 
flower Hotel, Washington, D. C., 
March 17 to 18. 

Mortgage Servicing Clinic, Hotel 


Leamington, Minneapolis, May 19 
to 20. 

The Mortgage Servicing Commit- 
tee, headed this year by W. W. 


Dwire, Citizens Mortgage Corpora- 
tion, Detroit, is also planning an ex- 
tended type of program with a num- 


ber of innovations. One thing the 
Committee is keeping in mind is to 
make the meetings of greater interest 
to investor representatives, as well as 
those at the top level of management. 

Specific seminars designed for in- 
vestor personnel are to be arranged 
and the subjects are being developed 
by a special sub-committee headed by 
Howard E. Meyer of New York Life 
Insurance Company. Similar sem- 
inars are to be arranged at the Serv- 
icing Clinics especially designed for 
top management and the subjects are 
being arranged by another sub-com- 
mittee of which A. F. Potenziani, 
President of the Mountain States In- 
vestment Corporation, Albuquerque, 
is chairman. 

A third sub-committee is working 
on the Servicing Clinics this year with 
L. K. Horn of Lon Worth Crow 
Company, Miami, as Chairman. This 
group has under its direction that 
portion of the program directly re- 
lating to loan servicing personnel. 


Indianapolis Elects 


David Hiatt, vice president, H. Duff 
Vilm Mortgage Company, Indian- 
apolis, was elected president of the 
Indianapolis MBA at its recent meet- 
ing. The organization adopted articles 





Hiatt Powers Robertson 


of incorporation prepared by a com- 
mittee headed by Maurice Mackey. 
John Powers, district manager of the 
mortgage loan department, Pacific 
Mutual Life Insurance Company, was 
elected vice president and Charles 
Robertson, manager, mortgage loan 
department, Indiana National Bank, 
was elected secretary and treasurer. 

New Directors elected are C. Worth 
Barnett, R. W. Stockwell, Mr. 
Mackey and Charles Brewer. Retiring 
officers are Wallace Tomy, president, 
Mr. Hiatt, vice president, and Vergil 
Miller, secretary-treasurer. 

The Indianapolis MBA consists of 
more than 40 members with all lend- 
ing institutions represented in the As- 
sociation. 





— Profiles of People— 
at work in MBA 


ROBERT M. MORGAN is vice president and treasurer of the 
old and influential Boston Five Cents Savings Bank, an institution 
which goes a long way back in New England history and traditions. 
He’s a savings banker primarily and a good one; but since savings 
banks are now the second best customer of mortgage correspondents, 
he’s a man to whom mortgage originators have come to look for ad- 
vice, guidance and direction. Although born in the Middle West 

Chicago), he’s essentially a product of New England. He went to 
Dartmouth, then the Harvard Business School and 
has been an active participant in just about every- 
thing of a civic nature that affects Boston. Many 
people know him best for his activities in monetary 
matters, such things as a member of the real estate 





advisory committee of the Federal Reserve, the mort- 
gage committees of the National Association of Mutual Savings Banks 
and Savings Banks Association of Massachusetts and a member of the 
national VHMCP. A shrewd banker, a keen judge of investments and 
investment trends, Bob Morgan has made his influence felt in the field 
of mortgage investment because he’s been a student of the business, 
has appreciated its importance but not averse to suggesting improve- 
ments. He has served on many MBA committees in recent years and 
spoken at many MBA meetings. This year his job is as a member of 


the important Executive Committee. 





JAMES W. ROUSE of Baltimore is a mortgage banker, one of the 
younger generation in the industry, but one not easy to classify by 
the usual measuring sticks. He is a product of the postwar period 
following a stretch in the Navy. He built his company from scratch, 
later absorbing another mortgage firm which was a big one at the 
time he was just getting started. Over the years he’s been active in 
many varied fields, things such as the United Nations Association, 
United Federalists of Maryland, Fight Blight Fund, and just about 
every movement in Baltimore and the country aimed 
at promoting urban renewal. He’s no joiner but he 
happens to have a wide range of interests and when 
something challenges his interest, he jumps into it 
with both feet and works hard. This past year he’s 
headed ACTION’S aggressive and successful program. 
He served on the President’s Advisory Committee on Housing and has 
demonstrated an unique faculty of making complicated matters in- 
telligible. If he appears to many as the ideal type of mortgage banker 
working for community betterment (and he is) a look at his own 
firm even better reflects the man. It’s an aggressive organization, well 
diversified, alert to every opportunity. Most of all, there’s something 
about it that has attracted some capable and dedicated people. This 
year Jim’s MBA job is as a member of the Executive Committee. 














THE MORTGAGE BANKER + November 1959 47 











W. T. Ratliff, Jr. Named Birmingham President Urban Renewal Is 





W. T. Ratliff, Jr., 


lateral Investment Company, has been 


president, Col- 


‘lected president of the Birmingham 


MBA: William T. Bishop, vice presi- 


Calvin Ridgeway 





Calvin G. Ridgeway, left, vice presi- 


Wilson & Co.., 


was elected presi- 


dent, C. Douglas 
Greenville, S. C., 
dent of the Mortgage Bankers Asso- 
ciation of the Carolinas at the group’s 
fall convention in Blowing Rock, N. 
C. Walter H 
president of Stevenson-Zimmerman 
Co., North Charleston, S. C., 
elected vice president and Harold F. 


Andrews, center, vice 
was 


Gallivan, right, vice president of Gen- 
eral Mortgage Co., Greenville, S. C., 


was named secretary-treasurer. J. Al- 
ton Stanford, president of Curtis- 
Smithdeal, Inc., High Point, N. C.., 
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dent, Nelson Weaver Mortgage Com- 
pany, Inc., has been elected vice presi- 
dent and Wallace Boothby, Jr., vice 
president of Boothby Realty Co. has 


Chicago MBA Topic 


Where the mortgage banker fits into 
the financing of urban renewal and 
conservation programs will be the 
subject of the opening meeting of the 
Chicago MBA for the 1959-60 year. 
Members will hear a running account 
of just what progress has been made 
by the city in these fields, how the 
various organizations are working to- 
gether and the being 
made by Federal aids. Speakers will 
be John P. McCollum, regional ad- 
ministrator, Housing and Home Fi- 
nance Agency; Phil A. Doyle, execu- 
tive director, Chicago Land Clear- 
ance Commission and D. E. Mackel- 
mann, commissioner, Community 
Conservation Board. Raymond A. 
Mulligan, assistant secretary, Chicago 
Title & Trust Company, is the mod- 


contribution 


erator 


been elected secretary. Malcolm W. 
Schroeder of the Birmingham Trust 
National Bank, has been elected treas- 
urer. 

Seated, Frank S. White, III, of 
Molton, Allen and Williams, retiring 
president and Mr. Ratliff. Stand- 
ing, Messrs. Bishop, Boothby and 


Schroeder. 


Named President of MBA of Carolinas 





was also elected a vice president. 


More than 100 mortgage bankers 
from North and South Carolina were 
present. 

William Hellier, left, center photo, 
loan supervisor, Equitable Life As- 


surance Society, Atlanta, addressed 
the meeting on “Business and Indus- 
trial Decentralization and Its Effect 


on Business and Industrial Property.” 
With Mr. Andrews, center, is Frank 
Greer, right, FNMA manager in At- 
lanta, who spoke on the Agency’s cur- 


rent operations. 


1959 





John R. Folsom, left, right photo, 
assistant vice president, Liberty Life 


Insurance Co., Greenville, S. C., 
spoke on the “Life Insurance Com- 
pany-Correspondent Relationship.” 
With Mr. Ridgeway are James H. 
Styers, senior vice president, Wach- 
ovia Bank and Trust Co., Winston- 
Salem, N. C., who spoke on “Mort- 
gage Financing From the Commercial 
Banker’s View—Present and Prospec- 
tive” and Roger Kavanagh, president, 
Kavanagh Smith Co., Inc., Greens- 
boro, N. C., who spoke on “Prob- 
lems Facing the Mass Builder.” 


SAFE AND SOLID U.S. 


(Continued from page 17) 
of temporary interruptions of jobs 
and income. 

A third structural factor of stability 
is the new emphasis on science and 
technology. We can measure this by 
noting that in 1940 scientific research 
and development outlays were $1 bil- 
lion a year and in 1958 they amounted 
to $9 billion. Scientific research and 
development activity is growing more 
than twice as fast as the U. S. econ- 
omy. 

A final structural factor of strength 
is that the U. S. economy is in an en- 
vironment of world expansion and 
Soviet competition. In 1929 the 
United States faced a world economy 
that was either stagnant or growing 
slowly and which offered small mar- 
kets for our goods and services and 
our Today, the world is 
moving ahead rapidly and offers ex- 
panding markets for both. In 1929, 
country not faced with a 
global ideological struggle which de- 
manded a high performance of our 
economy as the price of survival. To- 


investors. 


our was 


day, we are engaged in such a strug- 
gle, and it will constantly spur us on 
to improve our economy by the adop- 
tion of policies that will foster rapid 
growth. 

Structural and environmental 
changes in our economy have made 
another deep depression improbable. 
Public policies adopted since the Em- 
ployment Act of 1946 have also ruled 
out deep depressions. The Employ- 
ment Act committed the Federal Gov- 
ernment to use all of its powers to 
maintain high employment and steady 
growth, and Congress has built into 
the U. S. economy devices for auto- 
matically stabilizing take-home _ in- 
come in the face of reduced unem- 
ployment, such as progressive income 
taxes, unemployment compensation, 
social security payments, and farm- 
price supports. As a result of these 
“automatic” as well as of the delib- 
erate economic stabilization actions of 
the Federal Government, we have 
broken the traditional link between 
consumer expenditures and the level 
of employment. 

Assuredly, the United States econ- 
omy will continue to experience 
pauses and temporary set-backs in its 
long-run expansion. But never again 


will our economy suffer a prolonged 
and cumulative collapse like that of 
1929-1932. It is now depression-proof. 

Nevertheless, we would be wise to 
strengthen the basic forces of eco- 
nomic growth. This requires pri- 
marily tax reforms, measures for more 
adequate competition, regulation of 
labor unions, and a new policy for 
agriculture. Beyond this, we would 
be wise to strengthen the powers of 
the Federal deal with 
cyclical changes in demand. For ex- 
ample, our experience with the boom 
in automobile credit and sales during 
1955 demonstrates that consumer 
credit terms can become excessively 
loose and can form an unstabilizing 
Hence, Fed- 
eral powers to control the terms of 
consumer credit on a standby basis 
would serve the interests of stability. 


executive to 


factor in the economy. 


We also need to give the Federal ex- 
ecutive broader powers to adjust cur- 
rent tax payments within limits fixed 
by Congress in order to help stabilize 
consumer expenditure. State and lo- 
cal governments are becoming almost 
as important as the Federal Govern- 
ment in the amount of goods and 
services that they purchase, and we 
need to study the problem of coordi- 
nating their taxing and spending poli- 
cies with those of the Federal Gov- 
the stable 
economic growth. 


ernment in interests of 

Notwithstanding the opportunity 
that exists for improving the stability 
of our economy, a review of progress 
during the past 30 years should con- 
us that we can view the 30th 
anniversary of the onset of the Great 
rather 


vince 


Depression with confidence 


than misgiving. 
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F.H.A. and G.I. MORTGAGES 


in all sections 

of the United States 
carefully screened by our 
experienced staff. Maximum 


Service and Maximum Yield. 














H. J. LUDINGTON INC. 


TRIANGLE BLDG. 


* ROCHESTER 4, N.Y. © Phone BAker 5-3830 











IN DEMAND 


the recognized stability of 








by Sub-dividers, Contractors, Individual Borrowers 
throughout Northern California. . 
the exceptional facilities —the informed services 


SONOMA MORTGAGE CORPORATION 









CENTRALLY LOCATED IN 
SANTA ROSA, CALIFORNIA 
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MBA Past President Aksel Nielsen 
of Denver and president, The Title 
Guaranty Company, was named by 
the President to a committee to rec- 


ommend a site for a world’s fair in 


the United States in 1964 and has 
selected New York. 
Others are Harry Bullis of Min- 


neapolis, chairman, and Charles Saw- 
Bullis is a former 
Mills. 
served as secretary of commerce un- 
President Truman. 


yer of Cincinnati. 


chairman of General Sawyet 


det 


J. Stanley Baughman, President, 
Federal National Mortgage Associa- 
the 
of a General Advisory 

Aubrey M. Costa, past president of 
MBA and president, Southern Trust 
& Mortgage Company, Dallas, has 
been named by FNMA to serve. Mr. 


Baughman anticipates that establish- 


tion, has announced formation 


Committee. 


ing the new Committee will prove a 
constructive step in helping FNMA to 
be of the greatest possible service to 
the housing and home financing fields. 
Other 
senior vice president, New Jersey Bank 
& Co., N. J.; Harry 
Held, senior vice president, Bowery 
Savings Bank, New York City; Charles 
Wellman, 
Glendale Federal Savings and Loan 
Association, Glendale, Calif.; Frank P. 
Flynn, president, National Homes Ac- 
ceptance Corp., Lafayette, Ind.; Rob- 
ert A. Holloway, of Bardell and Hollo- 
way, Inc., Baton Rouge, La.; Richard 
G. Hughes, president, Hughes Invest- 


members are Cowles Andrus, 


Trust Passaic, 


executive vice president, 


ment Co., Pampa, Tex., and Robert 
B. Patrick, vice president, Bankers 
Life Co., Des Moines. 


Herold F. Hencken has been named 
vice president in charge of income 
Mercantile Mort- 
gage Company of Granite City, IIli- 
nois and Clayton, Missouri. 


property loans at 
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Advance Mortgage Corp. announces 
the opening of a new regional office 
in Cleveland with John J. Dyer, Jr. 
as manager. Simultaneously, Irving 
Rose, Advance president, announced 


the appointment of C. R. Chappelear 





John J. Dyer, Jr. C. R. Chappelear 


as manager of the firm’s Milwaukee 
office. 

Dyer, a Birmingham, Michigan na- 
tive and a Detroit home 
builder, was Ohio manager of Place 


former 


Homes, Inc., home manufacturer, be- 
fore his appointment by Advance. 
Chappelear, a general contractor for 
more than 20 years, was responsible 
for some of the largest public and 
commercial buildings in Ohio. Prior 
to joining Advance Mortgage, he 
managed the Pacer Division of Thyer 
Manufacturing Co., Ohio homes man- 
ufacturer. 


Lloyd Hughes, president of the 
Record Abstract and Title Insurance 
Company, Denver, was elected presi- 
dent of the American Title Associa- 
tion at annual convention and 
George C. Rawlings, president of the 
Lawyers Title Insurance Corporation, 
Richmond, Virginia, was elected vice 
president. 


its 


John F. Austin, Jr., Past MBA 
President and President, T. J. Bettes 
Company, Houston, has been named a 
director of ACTION. Mr. Austin is 
serving as chairman of the Organiza- 
tion Committee of the Greater Hous- 
ton Planning Council. 


1959 





W. Francis FitzGerald, partner in 
FitzGerald, Reed and Bisco, New 
York, has been elected a director of 
Security Title and Guaranty Com- 
pany, New York. Mr. FitzGerald is a 
director of the Mortgage Bankers As- 
sociation of New York. 


Paul J. Wilkinson, vice president, 
The Title Guarantee Company, Balti- 
more, was elected president of the 
Company to succeed the late George 
H. Schmidt, Guy T. O. Hollyday, 
chairman, announced. Mr. Wilkinson 
joined the Company in 1923, became 
vice president in 1943 and executive 
vice president ten years later. He is a 
member of the American, Maryland 
and Baltimore Bars and a past presi- 
dent of the Wednesday Law Club and 
Executive Association. 


Hal Mendon, senior vice president, 
California Bank, Los Angeles, has re- 
turned from an extended trip to Israel 
on a Bankers’ Study Mission spon- 
sored by the Jewish Agency for Israel. 
He was accompanied by nine other 
bankers from various cities. Mendon 
stated he was greatly impressed with 
the outstanding progress made in the 
economic, industrial, and agricultural 
development of the new State. He said 
that during the past 10 years the 
population has increased by nearly 1.5 
million, most of them immigrants 
from Eastern Europe, Africa and Asia. 
The successful absorption of this 
population influx has been a tremen- 
dous accomplishment. 


Byron T. Shutz, president of Her- 
bert V. Jones and Company, Kan- 
sas City and a past president of 
MBA, has been elected a director of 
Farm and Home Savings association 
of Nevada, Missouri. Farm and 
Home, with assets in excess of $240 
million, is the largest savings and 
loan association in the Southwest and 
one of the largest in the nation. Mr. 
Shutz was among 35 Kansas City 
businessmen who were appointed by 
Mayor H. Roe Bartle to serve as a 
Municipal Commission on Industrial 
Development. The Commission will 
endeavor to help maintain a healthy 
business atmosphere in Kansas City 
and attract new commerce and in- 
dustry. 


Help Yourself ....and Help Your Investor .... 


By ordering any — or all — of these forms and booklets which your Association is pleased to make 
available to you. 


Residential Appraisal Report for Conventional Loan: Newest addition 
to MBA-standardized forms, it conforms in size and style with the real estate loan application form 
previously introduced and includes all major items of information required by investors. Your inves- 
tor will appreciate its convenience. Room at the top is allowed for imprinting — your own firm 
name, or perhaps the name of the appraiser. Available in pads of 100. Prices, including imprint- 


ing, are: 


Application for Real Estate Loan: Its concise yet complete contents make it the 
standard loan application long needed by our industry. It continues to gain in widespread usage. De- 
signed to eliminate as much duplication as possible, it is concerned primarily with terms and condi- 
tions of the mortgage, with sufficient property and borrower description to identify the appraisal and 
credit reports. Available in pads of 100. Prices, including imprinting, are: 


Personal Financial Statements: An indispensable aid and one which will provide 
both you and your investor with concise, orderly financial information on your borrower. Available 
in pads of 100. Prices include imprinting of firm name and address: 


id 6 0:00 6 e0e .. -$2.50 Poe rss $ 7.50 
BS sac nds veneien $6.25 BE See wcnceenes $12.50 
BPs waneeseesons $19.00 


FHA Payments at a Glance: Newly revised as of November 1, this newest edition 
includes an expanded down payment requirement section. Every mortgage company making FHA 
loans will find this book of great help — and placing a copy in the hands of every FHA borrower will 
be good business. Have your firm name imprinted on the cover. Costs are: 





Less than 100... .35e each S  SPrrrr ree. $190 
Pk eedwewweee $ 29.00 Bn cos vescernes $320 
eee $ 78.00 Sere $450 
es aseew an eud $115.00 Imprinting ........ $4.00 Additional 
en 
| MORTGAGE BANKERS ASSOCIATION OF AMERICA 
| 111 West Washington Street, Chicago 2, Ill. 
| Please send me: 
Copies of the Residential Appraisal Report for Conventional Loan Cost: —___ 
| Copies of the Application for Real Estate Loan en 
Copies of the Personal Financial Statement | aes 
Copies of FHA Payments at a Glance Cost: 
| My check in the total amount of is enclosed. 
- , | 
These materials | The imprinting I want (on booklet cover please limit to firm name, address, telephone 
are available to | number and short message totaling not more than five lines: on forms please limit to 
MBA members only. | name and address) is: , sania —_ dicta 
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James D. Holston has been ap- 
pointed to the insurance underwrit- 
ing and production department of 
D. R. Mead & Company, Miami 
Beach, D. R. Mead, president, an- 


nounced. A graduate of the Robert 





PERSONNEL 


AND BUSINESS NEEDS 
In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Washington 
Street, Chicago 2, Illinois. 











EXECUTIVE POSITION AVAILABLE 
Long established mortgage company has 
opening for manager of its southern Calli- 
fornia office. Must be aggressive loan pro- 
ducer. Salary open. Please write Box 614 
in detail 


Appraiser wanted to join staff of Harry A. 
Taylor and Associates, Real Estate Coun- 
selors and Appraisers, preferably candi- 
dates for membership in American Insti- 
tute of Real Estate Appraisers (M. A. L.), 
present members of the American Right of 
Way Association or persons having real 
estate appraisal experience. Replies con- 
fidential. State qualifications and salary 
requirements in letter addressed to Harry 
A. Taylor, 23 South Harrison Street, East 
Orange, New Jersey. 


Will Buy: NCR 3100 Model or Burroughs 
F-300 with typewriter, either model to have 
a minimum of ten counters. Write Box 613. 
EXPERIENCED MORTGAGE MAN 


would consider part time representation for 


loan company in growing Wichita Falls, 
Texas, without a branch office now. Age 
48. Well known, man of means, expe- 


rienced in finance, construction, real estate, 
home design, and investments. Four uni- 
versity degrees, Certified Public Account- 
ant, and Registered Professional Engineer 
Write Box 620. 


Morris School of Accounting in Pitts- 
burgh, Mr. Holston has been in the 
insurance business for the past eleven 


years. 


William Zeckendorf was guest 
speaker at the recent meeting of the 
Southern California MBA, Gordon 
Calder, president and executive vice 
president of The Alison Co., an- 
nounced. 

Among Zeckendorf’s projects in 
the Los Angeles area is Century City, 
the $500,000,000 commercial and res- 
idential development on the former 
20th Century-Fox property for which 
ground was broken last summer. 











WILL BUY 


MORTGAGE COMPANY 
OR SERVICING ACCOUNTS 
(prefer Midwest location) 
FOR CASH OR TERMS 
TO SUIT SELLER. 
BUYER IS READY 
TO CONSUMMATE 
SALE IMMEDIATELY. 
REPLY IN CONFIDENCE 
TO BOX 619. 

















The development will include a 22- 
story hotel, in addition to a shopping 
center, office buildings and apart- 


ments. 
Jack B. O'Dowd has been elected 


president of the Tucson Title Insur- 
ance Company in Tucson. 








J NEEDS 

AFFILIATION 
Mortgage Company in Miami, 
Florida, operated in conjunc- 
tion with a separate Title Com- 
pany needs affiliation with a 
northern Mortgage Company, 
with investor and banking 
connections. F.H.A., V.A. & 
F.N.M.A. approved (in 1950) 
one million in servicing. Open 
to proposition. Write Box 615, 
The Mortgage Banker. 





























year in the Southeast. 


brand name in the Southeast. 
plants is underway. 


of housing finance 


homes. 
required of the applicant. 


banking firm 


ownership benefits 





KINGSBERRY MORTGAGE COMPANY 
NEEDS A 
CONSTRUCTION AND MORTGAGE LENDING OFFICER 


Kingsberry Homes Corporation plans to sell and finance 8,000 manufactured homes a 
The position of chief lending officer of its financing subsidiary, 
Kingsberry Mortgage Company, an FHA approved mortgagee, is open. 
is to make land acquisition and development loans, construction loans and permanent 
mortgage loans to builders buying prefabricated houses sold under the Kingsberry 
Over 30,000 houses have been built to date, mostly 
under government insured mortgages, and a nationwide expansion program of branch 


We need an experienced lending officer with a record of accomplishment in all phases 
Funds are available to do the job and the individual selected 
will have full responsibility for the negotiation, execution and administration of con- 
struction, land development and permanent mortgage loans to builders of Kingsberry 
A successful record of making and collection of such loans in volume is 
The applicant is probably presently employed in a com- 
mercial bank, a savings and loan association, a life insurance company, or a mortgage 


Minimum starting salary is $10,000 a year together with profit sharing and stock 
Applicants interested in the position should write or telephone 


Paul Schnabel or A. P. Hildebrandt 
Fort Payne, Alabama (Telephone 610) 


The objective 
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STATEMENT REQUIRED BY THE ACT 
OF AUGUST 24, 1912, AS AMENDED BY 
THE ACTS OF MARCH 3, 1933, AND JULY 
2, 1946, (Title 39, United States Code, Section 
233) SHOWING THE OWNERSHIP, MAN- 
AGEMENT, AND CIRCULATION OF Tue 
Mortoace Banker, published monthly at Chicago, 
Ill., for September, 1959. 


1. The names and addresses of the publisher, 
editor, managing editor, and business managers 
are: Publisher, Mortgage Bankers Association of 
America, 111 W. Washington St., Chicago 2, 
Ill.; Editor, George H. Knott; Managing Editor, 
None; and Business Manager, None. 


2. The owner,is: (If owned by a corporation, 
its name and address must be stated and also 
immediately thereunder the names and addresses 
of stockholders owning or holding 1 per cent or 
more of total amount of stock. If not owned by 
a corporation, the names and addresses of the 
individual owners must be given. If owned by 
a partnership or other unincorporated firm, its 
name and address, as well as that of each 
individual member, must be given.) Mortgage 
Bankers Association of America, 111 W. Washing- 
ton Street, Chicago 2, Illinois. 


2 


3. The known bondholders, mortgagees, and 
other security holders owning or holding 1 per 
cent or more of total amount of bonds, mort 
gages, or other securities are: (If there are none, 
so state.) None. 

4. Paragraphs 2 and 3 include, in cases where 
the stockholder or security holder appears upon 
the books of the company as trustee or in any 
other fiduciary relation, the name of the person 
or corporation for whom such trustee is acting; 
also the statements in the two paragraphs show 
the affiant’s full knowledge and belief as to the 
circumstances and conditions under which stock- 
holders and security holders who do not appear 
upon the books of the company as trustees, hold 
stock and securities in a capacity other than that 
of a bona fide owner. 


>. The average number of copies of each issue 
of this publication sold or distributed, through 
the mails or otherwise, to paid subscribers during 
the 12 months preceding the date shown above 
was: (This information is required from daily, 
weekly, semiweekly, and triweekly newspapers 
mily.) 

Georce H. Knorr 
Editor 

Sworn to and subscribed before me this 3rd 

day of September, 1959. 


Jean A. Biermann, Notary Public 
(My commission expires July 2, 1961.) 
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% Accu ‘acy is a way of doing business 
at Minnesota Title. Every phase of the 
insuring process is checked and double- wer of 
checked by experienced people backed = 
up by extensive title records. Jme JNsuRANCE Company 


OF MINNESOTA 


Put this thoroughness to work for 
400 Second Avenue South FEderal 8-8733 Minneapolis 1, Minnesota 


you. Insure your titles with the com- Capital, Surplus and Reserves in Excess of $4,500,000 
° ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA 
pany that constantly seeks perfection— MINNESOTA MISSISSIPPI MISSOURI MONTANA NEBRASKA 
NORTH CAROLINA NORTH DAKOTA OHIO SOUTH CAROLINA 


SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN 


Title Insurance Company of Minnesota. WYOMING 





In 1861 the remarkable Gatling gun was invented. 
It was in this year, too, that Kansas City Title Insurance 
Company had its beginning. Today, as a result, behind 
every policy is the financial strength and experience of 
nearly a century. 





Title Insurance... 
For rapid-fire mortgage transfers 


Branch Offices: 

Baltimore, Maryland; 210 North 
Calvert St. 

Little Rock, Arkansas; 214 Louisi- 


Shoot right through the delays and inconveniences of title Nashville, Tenn.; S.W. Cor. 3rd & 


Union St. 


tie-ups with a Kansas City Title Insurance Company policy. Jackson, Miss.; 206 Medical Bidg:, 
With title insurance, mortgage transfers are expedited prof- oan ies 42 Gdutin 
itably because your customer is assured guaranteed security 

Licensed in the following states: 


Bidg., 1845 Sherman St. 
against title losses due to prior title defects. iiegnaed te the telieuing states 
aware, Florida, Georgia, Indiana, 


If you’re looking for improved mortgage marketability, Kansas, Louisiana, Maryland, Mis- 


. . ° sissippi, Missouri, Montana, Ne- 

call in a Kansas City Title agent today. He’s got the answer braska, Nevada, No. Carolina, 
rt transfer misfires Utah: Virginia, "Wisconsin, Wyorn: 

to mo gage . ing, ‘and the District of Columbia. 





Directory of Agencies furnished on 
request. 


Me . 
Aansas Cily “Since 1861” 
Company Capital, Surplus and Reserves Exceed $5,500,000.00 
925 Walnut, Kansas City 6, Missouri 











